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instruct and guide public opinion at home. In 
no respect has this been more strikingly revealed 
than in Great Britain's treatment of the economic 
problems with which the peoples of India are 
face to face. It has been honestly but ignorantly 
assumed, for example, that the principles of free 
trade, under which England made such wonder- 
ful progress during the second half of the last 
century, are of universal application, and that 
India, with her 200,000,000 of illiterate and 
primitive agricultnrists, must therefore benefit 
by the adoption of the theory, in exactly the 
same way as the United Kingdom has done, with 
its small population of enterprising and highly 
skilled manufacturers dependent upon the out- 
side world for raw materials, and for the markets 
of the world in which to sell their finished products. 
The inapplicability of such a doctrine is patent 
to all who have any experience of the East, and 
by none more effectively than by some of India's 
own publicists have its defects been exposed and 
its lack of statesmanlike foresight condemned. 

The main objects of the present work are 
twofold : (1) to briefly present the case for Tariff 
Reform and Preferential Trade in a somewhat 
new garb ; and (2), more particularly, to exhibit 
the true position and strength of India and the 
great importance of her assuming a leading part 
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PREFACE Iz 

in the rising movement for Imperial Tariff re- 



It may ai^e a certain amount of confidence, 
or perhaps some may say of ignorance, to at- 
tempt at this time of day a restatement of the 
case for Tariff Keform in the United Kingdom. 
At the same time it often happens that a view 
which is obscured from one aspect is open from 
another, and the writer has therefore ventured 
in Chapters II., III. and IV. to explain in his 
own way the reasons of the faith within him, 
in the hope that, as in the case of the author 
himself, some other pure-bred, orthodox free- 
trader may find grounds for abandoning what 
once appeared a thoroughly sound and altogether 
incontrovertible theory I 

In this connection it would be of the greatest 
service to the cause of truth and progress if those 
Socialist and Labour leaders of Great Britain, 
who continue to proclaim their adherence to the 
doctrines of free trade in their most rigid form, 
would condescend to explain how the earnings 
and status of British labour arc to be raised, if 
foreign manufactures, produced by labour of a 
cheaper character and lower status, are allowed 
to enter Qreat Britain tax-free to compete with 
similar goods of home manufacture. One of the 
great ideals of every reformer — be his politics 
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what they may — is to raise the standards of 
living, of comfort and of security of the workers 
of the United Kingdom above those hitherto en- 
joyed by them. This ideal is obviously unattain- 
able if the trade products of a lower type of 
social and political life are allowed to compete, 
free of all taxation, with those of a more ex- 
pensive civilisation that have to bear heavy home 
taxes. 

With regard to India, a residence of seven- 
teen years in the East, in constant touch with 
matters commercial and financial, has afforded a 
certain amount of material on which to base 
conclusions. That these conclusions will exactly 
coincide with those of every other Anglo-Indian 
merchant cannot for a moment be expected ; 
but that India, from the nature of her foreign 
trade, must of necessity be involved in any 
measures of retaliation that foreign nations may 
devise against Great Britain or the Briti^ 
Colonies, as the result of the inauguration of a 
policy of Preferential Trade, nobody can for a 
moment doubt And this being so, it is sub- 
mitted that the wisest course now is to pass in 
review all the weapons of offence and defence 
which India at present possesses — and the 
armoury is indeed well stocked — so that we 
can study and understand our true position, 
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realise Uie vast resoorces at our disposiU, and 
carefully prepare our plan of action in readiness 
for the moment when the people of Britain 
realise the necessity for scrappii^ their out-of- 
date fiscal machinery and employing the very 
latest tariff and revenue mechanism for aug- 
menting the strength of the Empire. The course 
which it is suggested India should take forthwith, 
it will be noted> is confined to but little more 
than expressing active sympathy and adherence 
to the plan of Tariff Reform advocated by Mr. 
Chamberlain in 1903 — a step forward that even 
the most timid can hardly argue will jeopardise 
India's financial or commercial prosperity. 

Incidentally it is hoped that the publication of 
information regarding India's trade, population 
and potentialities will help to correct those 
myopic tendencies which have in late years 
found expression in local efforts to exclude all 
Asiatics from Canada, Australia and South 
Africa. The aims and ideals of our oversea 
kinsmen are of course quite intelligible, but as 
members of an Empire that embraces nearly 
one-quarter of the population of the globe, three- 
fourths 0/ which portion are Asiatics, it would 
show greater evidence of a sense of Imperial 
responsibility were all legislation directed against 
the peoples of India, tempered vrith a more 
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practical recognition of the part which those 
peoples play in contributing to the wealth and 
strength of the Empire as a whole. 

In the following pages reference is made 
more than once to the progress achieved in 
recent years by Germany and the United States of 
America. From all appearances Germany is now 
approaching a period of financial stress, whilst 
the United States are already involved in a 
monetary crisis. It is to be expected, therefore, 
that superficial critics will point triumphantly to 
these facts as evidence of the unsoundness of a 
scientific commercial State policy as compared to 
the partially free import tarifi* system of the 
United Kingdom. This is not the place to enter 
upon a consideration of monetary or financial 
problems ; suffice it to say that all well-informed 
students of the currencies and money markets 
of the world will readily recognise that the pre- 
sent financial situations in Germany and the 
United States (to make no mention of the con- 
ditions prevailing in France and the United 
Kingdom) are in no way connected with the 
fiscal policies of the nations concerned. 

Three appendices have been added to this 
work for ready reference, one giving a few figures 
illustrative of the rapid progress of India's ex- 
ternal trade, a second outlining the present Indian 
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Customs Tariff, and the third a verhatim estract 
from Mr. Chamberlain's great speech of the 6th 
October, 1903, delivered at St. Andrew's Hall, 
Glasgow. The reproduction of this last becomes 
necessary because of the constant misrepresenta- 
tion in which political leaders, even of the 
standing of Mr. Asquith, appear to indulga 

M. DE P. WEBB. 



EiBAcm. Iin>u, 

111 January, 1903. 
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190S.I 


1906.' 


IMPORTS. 


EXPORTS. 


IMPORTS. 


BXP0HT8. 


United SuttB - 
[ndia - 
Pnnoe - - 
Germany 

HoUana - - 
Ruwia - - 
Anatralia 
Belgium • 

Ouiada - 


£ 
116,600.000 
86,000,000 
63,000,000 

85,700,000 
3B.400.000 
33,800,000 
36,900.000 
27.700,000 
36,600,000 


£ 
17,300,000 
41,300,000 

23.800,000 
43,700.000 
14.600.000 
14.900,000 
19,400,000 
14,800,000 
13,700,000 


£ 
181.100.000 

37,800,000 
68,800,000 
88,000,000 
36,600,000 
30,000.000 
99.100,000 
39,000,000 
80,800,000 


63,200,000 
46.400,000 
28,700,000 
49,800,000 

18.800.000 
16,900,000 
23,700,000 
16,700,000 
16,400,000 



The foregoing figures establish the great im- 
portance of Indian trade as a factor in the 
economic system of the British £mpire, and they 
indicate to aU British political economists, and 
especially to tari£f reformers, the necessity of 
giving the fullest consideration to Indian in- 
terests. Mr. Webb, whose special qualifications 
for the task are well known in India, has rendered 
a signal service in pointing out so clearly the im- 
portant features of Indian trade, and in treating 
the question of India's position as regards tariff 
reform proposals in such a practical manner, 
and from such a wide point of view. 

Mr. Webb's treatment of the economic prob- 
lem of how best to develop the trade of a 
country is at once novel and interesting. He 

' The figuTM set forth ahow that, contrary to what u often 
asaumed, there is no necessary aonneotion between the valnes ot 
imports from and exports to any given conntiy. 
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nirntoDuonoN zix 

^tulates that " where demand, labour, materials' 
and capital are found in the greatest abundance, 
of the best qualities, and at the cheapest cost, 
there trade will develop at the greatest speed ". 
He proceeds to discuss the British position as 
regards the four essentials for trade development ; 
he concludes that, under existing conditions, 
demand is becoming increasingly difficult to 
maintain, resources in materials are possessed 
to an equal or greater extent by some of our 
most dangerous competitors, labour is now equally 
or better trained and is more abundant in certain 
rival countries, and as regards capital the ac- 
cumulation of trade profits on the Continents of 
Europe and America has deprived the United 
Kingdom of its former supremacy. This dis- 
couraging aspect of trade prospects in the British 
Islesnaturallysu^ests the question — Why should 
we not take advantage of our Imperial position, 
and by scientific oiganisation and combination 
make the most of the vast resources of the Empire, 
which, whether as regards demand, materials, 
labour or capital, are, when combined, unrivalled 
and beyond competition? It is from this Im- 
perial point of view that India stands pre-emi- 
nently first among the component parts of the 
British Empire, and it is from this same point 
of view that Mr. Webb, after a detailed study 
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of Indian resources and trade, proceeds to show 
how India could most advantageously take her 
place in a system of Imperial preference. 

Mr. Webb, in his detailed examination of 
the various important staples of India's export 
trade, faces the facts of the ease very fairly, 
whether favourable to his general ailment or 
otherwise. He comes to the conclusion that 
India, under preseml conditions, has not very 
much to gain from an Imperial preferential 
tariff, but turning to the wider aspect of the 
question, he ui^es the great importance for the 
United Kingdom to do all that is possible to 
secure a fuller proportion of India's import 
trade, of which some £26,000,000 per annum 
now goes to other countries. Personally, I 
am of opinion that much can be done in this 
direction, and that India's exports to the United 
Kingdom of certain staple products could be 
fostered without cost to home consumers, whilst 
it must ever be borne in mind that the more 
India sells, the more her people can buy, and 
that, even under present conditions, the British 
Isles are able to supply two-thirds of their re- 
quirements. The balance, the greater proportion 
of which might presumably be secured, is a very 
important one ; it is worth a serious effort to 
endeavour to secure it 
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The consideration of the dependence of 
India's purchasing power on her selling capacity 
must not, however, be considered solely in con- 
nection with trade with the United Kingdom. 
If India sells more in quantity of raw produce, 
or more in value of manufactured or half-manu- 
factured goods, whether to the United Kingdom 
or to other countries, she will be able to import 
more British merchandise. To sell greater quan- 
tities or higher-priced products in foreign mar- 
kets, she must boldly enforce her rights to freer 
trade with such foreign markets, by a policy of 
retaliation against the countries which deny her 
freedom of trade in those articles which she 
can produce cheaply and advantageously. Free 
trade is an ideal which India cannot obtain ' 
without the consent of the foreign nations trad- 
ing with her. They are perfectly justified in 
taking measures to prohibit freedom of trade, 
if they consider it to be to their advantage so 
to do ; but India is equally justified in taking 
measures to force them to reconsider the situa- 
tion and to find their profit in according to her 
a lai^er measure of free trade. 

I will cite examples of what can be done. 
In Russia, tarifif regulations give a preference to 
Chinese over Indian tea, India is an important 
market for Bussiaii petroleum. If Russia were 
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threatened with an Indian customs tariff dis- 
. criminating against her petrolemn, she would 
find it to her advantage to accord greater free- 
dom of trade to Indian tea. If German manu- 
factures were threatened with a discriminating 
duty in India, Germany would modify her pre- 
sent tariff, which is practically prohibitory to 
the importation from India of such articles as 
jute manufactures, cleaned rice, etc. The ob- 
structive or prohibitory tariflfe of the United 
States and France might be similarly met, with 
simUar results. All these countries have em- 
ployed experts to frame scientific tariffs in 
support of their respective individual interests. 
They are always ready to modify these tarifl^s 
when other countries take measures to nullify 
their advantages. 

It is too much to expect that India will ever 
secure theoretical free trade ; but if she fights 
for it, she will obtain some measure of that 
freedom which to-day is denied to her by all the 
protectionist countries of the world. These 
countries are delighted to accept from India, 
free of duty, those raw products which either 
fail altogether within their ovm territories, or 
are produced in insufScient quantities for their 
requirements ; but whilst accepting such articles 
as raw jute, raw hides, oilseeds and uncleaned 
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rice free of duty, they levy prohibitory import 
duties on India's jute mannfoctures, tanned 
hides, oils and cleaned rice. They thus achioTO 
their object of maintaining a cheap supply of 
raw materials for their own industries, whilst 
successfully obstructing industrial development 
in India. It is their natural desire to keep the 
peoples of India in the position of hewers of 
wood and drawers of water for their manufac- 
turers. Ought such a situation to be tolerated 
when we hold the remedy in our own hands ? 
Can we expect the people of India to accept it 
with equanimity ? Do we not, by our present 
attitude, justify the Swadeshi movement, and 
wilfully add fuel to the flame of political unrest ? 
I am aware that many who have not studied 
the details of Indian trade, fear that if India 
adopted a policy of retaliation, her foreign cus- 
tomers would refuse to receive her exported pro- 
duce, and that India would consequently suffer 
severely in her all-important export trade ; but, 
if the position be examined in detail, it will be 
found that India has a practical monopoly of 
production of certain important raw materials, 
and that as regards many others, where she has 
not a monopoly, her production forms such a 
laige percentage of the whole that its exclusion 
from any market must necessarily enhance prices 
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' in that market, in a manner most prejudicial to 
local industrial interests. It must be recognised 
that the countries which hare built up important 
industries, on the basis of a cheap supply of raw 
material, cannot afford to see those industries 
threatened with a failure of that supply. 

I may conclude this brief introduction to Mr. 
Webb's lucid exposition of the question of India's 
interest in tariff reform by quoting the conclud- 
ing sentences of the Despatch of the Govern- 
ment of India, on tariffs, dated 22nd October, 
1903 : " All that we seek is that we shall not be 
pledged in advance to accord equal treatment to 
the imjwrts of all coimtries alike, irrespective of 
whether they penalise our exports or not. And 
we are hopeful that the mere announcement that 
our hands are free will of itself suffice to main- 
tain us in the enjoyment of that considerable 
measure of free exchange which we already 
possess, and from time to time even to extend 
it." In these words the Government of India 
practically declared for a policy of retaliation. 
It remains for the Home Government which 
may introduce tariff reform to formulate such 
proposals as will fuUy justify India in accepting 
also the policy of Imperial preference. And 
such proposals can be formulated. 

E. FG. Law. 
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r— BEOENT EVENTS : THBIE SiaNIFICANCB 
TO INDIA, 

If ftt certain periode in Uie history of a nation, it beoomes neoes- 
n*rj to tevien ito principles of domestio policy for the purpose of 
adapting the Govemment to the changing and improring oondition 
of its people, it must be eqaally the put of a vise oommnnity to 
alt«r the nmTima bf which its foreign relations have, in past times, 
been regulated in conformity with the changes tJiat have taken 
place over the entire globe. — Biosabd OoBncn. 

On the 7th of Aogast, 1903, the Secretary of State for 
India telegraphed to Simla inviting the attention of 
the GoTemment of India to the resolntion passed at 
the Colonial Conference of 1902, in faTOOr of mataal 
trade preference between the different portions of the 
Empire ; stating that his Majesty's Government were 
then considering how far it was possible and expedient 
to give effect to this recommendation ; and intimating 
his desire to receive ttom the Gk)vemment of India any 
observations and suggestions which they might wish to 
make on the subject from the point of view of Indian 
interests. In reply to this reqnest the Government of 
India on the 22nd October, i^., after an interval of a 
few weeks, submitted a despatch. No. 324, accompanied 
by a valuable minute by Sir Edward Law, then India's 
Einance Minister, giving their views and conclusions, 
and urging that, whatever be the final decision of the 
1 
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Home doTeroment in the matter, India might not be 
pledged in advance to accord equal treatment to imports 
from all conntries alike, irreapective of the treatment 
meted ont by such conntries to India's exports. With 
regard to the main question of preferential trade within 
the Empire, the Government of India were of opinion : — 

Firstly, that withont any snch system, India already 
enjoyed a large, probably an exceptionally large, measure 
of the advantages of the free exchange of imports and 
exports. 

Secondly, that if the matter was regarded exctasively 
from an economic standpoint, India had something, hut 
not perhaps very much, to offer to the Empire ; that 
Bhe had very little to gain in return ; and that she had 
a great deal to lose or to risk. 

Thirdly, that in a financial aspect, the danger to 
India of reprisals by foreign nations, even if eventoally 
nnsaccessfnl, was so serious and their results would be 
80 disastrous that India would not be justified in em- 
barking on any new policy of preferential trade anless 
assured of benefits greater and more certain than any 
which had so far presented themselves to the Govern- 
ment of India. 

In arriving at these conclusions Government did not 
oonsnlt public opinion in any way. The views of the 
several Chambers of Commerce, for example, were not 
Invited, nor, so far as is known, were those of any other 
trade associations — European or Indian. The despatch 
of the 22nd October, 1903, in truth represented the views 
of the chief officials of the Government of India and of 
those officials only. Dealing as it did with snch controver- 
sial subjects as Free .Trade, Fair Trade and Protection, 



b,GoogIc 
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it was not to be expected that it would escape criticiam 
or woald thoroaghly satisfy all sections of the com- 
munity. Whilst on the one hand it has been regarded 
by orthodox free traders as an extremely able dociunent, 
confirming in every respect the views of those who 
doabted the possibility or advisability of attempting to 
drag India into a fiscal poUcy the advantages of which 
were directly questioned, on the other it has been con- 
demned by ardent tariff reformers as a lamentably feeble 
production discoloured by an obvious bias against Mr. 
Chamberlain, and revealing not only the short-sighted- 
ness of the bigoted free trader bat also a pitiful incom- 
petence to recognise the real position and strength of 
India in any scheme for the commercial federation of 
the British Empire. In whichever direction our sym- 
pathies may incline, the fact remains that, in the ab- 
sence of any specific action by the various Chambers of 
Gomioerce and other public bodies in India either in 
support or in opposition to the views expressed by Lord 
Gurzon's Government, we must conclude that the much- 
criticised despatch accurately reflected the general trend 
of Anglo-Indian opinion ; or at any rate that its cautious 
tone, its non-committal attitude, and its request that 
India might not be pledged in advance to any poUcy 
that she had not first had an opportunity of carefully 
considering, were all thoroughly approved of by the 
great majority of commercial men in India. 

Four years have now elapsed, and in the interval 
much has occurred to add to our knowledge of the great 
problem of tariff reform — its necessity, its feasibility, 
the desirabihty, or otherwise, of including India within 
its scope. The Tariff Commission created by Mr- 
1* 
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Chamberlain, with the object of minntel; investigatiDg 
the conditiona of 3reat Britain's leading indtiBtrieB aod 
the effects thereon of foreign competition, has already 
issned seven volomea of its Report (dealing with the 
iron and steel trades, the textile trades, agricoltate, 
engineering and the pottery, glass and sngar industries), 
and is still continning its valnable work. The Tariff 
Reform League, with its branches all over the United 
Kingdom, is carrying on an active campaign of an 
educational character, and hundreds of meetings have 
been addressed by authoritative speakers, to make no 
mention of the issue of a steady stream of literature 
designed to appeal to and enlighten every class of the 
population. Apart from the activities of th^e organisa- 
tions, which are admittedly the special machinery of 
Mr. Chamberlain and bis supporters, indications of the 
widespread interest now aroused in the eabject may be 
gathered from the length at which preferential trade 
resolutions were discussed at the Sixth Congress of 
Chambers of Commerce of the Kmpire, and also at the 
great Conference of the representatives of Great Britain, 
India and the self-governing Colonies held in London 
in July, 1906, and April, 1907, respectively. The speeches 
made at those conferences were closely followed in all 
parts of the Empire, and, thanks to the recognition 
afforded by the British Press throughout the world of 
their great importance, eE^iecially in the case of the 
meeting of the Colonial Ministers in London last 
summer, the peoples of Great and Greater Britain were 
able to follow day by day the efforts made to come to 
an agreement as to the best means of promoting Im- 
perial interests. In the case of the Chambers of Com- 
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mercfl, after a warm debate extending over the best 
part of two days, a reaolation was carried by a large 
majority (105 Chambers for; 41 against; and 21 neatral) 
urging npon his Majesty's Oovemments in the United 
Eingdtnn and the varions Colonies and Dependencies 
..." the granting of preferential treatment in their 
r^pective markets on a reciprocal basis, each to the 
other ; belieying that thereby the bonds of nnion 
will be strengthened and the British Empire largely 
freed from dependence on foreign countries for food 
and other supplies". In the case of the Colonial 
Conference of April last, the subject was closely de. 
bated for no less than five consecntive days. The 
Qpshot was a reaffirmation of the following resoln- 
tions (originally passed at the Colonial Conference of 
1902};— 

(1) That this Conference recognises that the principle 
of preferential trade between the United Kingdom and 
his Majesty's dominions beyond the seas would stimu- 
late and facilitate mutual commercial intercourse, and 
would, by promoting the development of the resources 
and industries of the several parts, strengthen the 
Empire. 

(2) That this Conference recognises that in the pre- 
sent circumstances of the Colonies, it is not practicable 
to adopt a general system of free trade as between the 
mother country and the British dominions beyond the 
seas. 

(3) That with a view, however, to promoting the in- 
crease of trade within the Empire, it is desirable that 
those Colonies which have not already adopted such a 
policy should, as far as their circumstances permit, 
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give substantial preferential treatment to the prodncta 
and mannfactores of the United Kingdom. 

(4) That the Prime Ministers of the Colonies respect- 
folly urge on his Majesty's Government the expediency 
of granting in the United Kingdom preferential treat- 
ment to the products and manofactores of the Colonies 
either by exemption from or reduction of daties now or 
hereafter imposed. 

(5) That the Prime Mimstera present at the Confer- 
ence undertake to submit to their respective Goyem- 
ments, at the earliest opportunity, the principle of the 
resolation, and to request them to take ench meaanrea 
aa may be necessary to give effect to it. 

The above resolntions were supported by all members 
of the Conference with the exception of hia Majeaty's 
Government (of the United Kingdom), who were un- 
able to concur with the principlea laid dovm . . . 
" in ao far aa they implied that it was necesaary 
or expedient to alter the fiscal system of the United 
Kingdom ". 

It will be noticed that whilst the Prime Ministers 
of the Colonies undertake to place the above resolutions 
before their respective Governments, there is no mention 
of any obligation on the paxt of the Secretary of State 
for India to take any action whatever in the matter 
so far aa India ia concerned. The special nature of the 
political tiea between Great Britain and her chief de- 
pendency no doubt explains this omission. At the 
same time the fact that India's interests must inevitably 
be involved, whether she elect to join in the present 
movement or not, is a sufficient teaaon for urging the 
mercantile communities of our great Indian Empire 
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to come to an early deciaion as to the policy they pro- 
pose to adopt. Foretastes of what must inevitably occor 
in the fntnre are afforded by the action of France in 
1900, of BoBsia in 1903, and of Japan at a later date. 
Indian interests were attacked, threatened or handi- 
capped, not on account of any specific action on the 
part of India, bat as a consequence of circumstanoes 
entirely beyond her control — a consequence, in short, of 
her being a portion of the British Empire. What has 
happened in the past will assuredly occni again, and 
with more serious effects, &b the magnitude of the 
interests involved in the policy of Imperial Trade Pre- 
ference increases. By the action of Canada, New Zea- 
land, Australia and South Africa that policy is now in 
process of active evolution. The time has come, there- 
fore, for thoroughly considering India's position in the 
matter. The first part of the resolution passed at the 
recent Colonial Conference (London, April, 1907) affords 
the best basis for our investigations : — 

"Preferential trade between the United Kingdom ' 
and his Majesty's dominions beyond the seas would 
fadUtate and stimulate mutual commercial intercourse ; 
and would, by promoting the development of the re- 
sources and industries of the several parts, strengthen 
the whole Empire." 

This is the proposition we have to examine. It may 
be said to represent the accmttnlated vrisdom of the 
Prime Ministers of all our self-governing Colonies. It 
is the principle upon which Canada and Australia have 
achieved federation, and by aid of which Q-ermany and 
the United States, thanks largely to the foresight of 
President McKinley and Prince Bismarck, have risen to 
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their present positioQ of commercial and political emin- 
ence. Is it applicable to the British Empire aa a 
whole ? And, in particular, would its recognition and 
adoption be an advantage to India? These are the 
points we propose to consider. 
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n.— FKEE TBADE TEBSOS A NATIONAL 
COMMBECIAL POLICY. 

We believe that the piinoiples upon wUoh you hkve ooiuitnioted 
your oommercial code are fitlUoiona. We believe th&t the time will 
come when yoa yootselves vill acknowledge the truth of that aaaer' 
tion.— LoBD BuooirariBLD, 19th February, 18B0. 

Bbfobs proceeding to weigh the desirability at otherwise 
of inclnding India in any scheme of preferential trade 
within the Empire, it is essentia! that we grasp the 
root principles of preferential trade as distingnished 
from those of the cnrrent free import system of the 
United Kingdom. The theory underlying the latter is t 
that cheapness is the key to all commercial progress, 
and that anything ia the form of Government inter- 
ference wDold of necessity add to the cost of prodnctioQ 
and so jeopardise the prodacer's ability to compete with 
rival producers. As snccessfol commerce is Etdmittedly 
the backbone of national progress, any handicap of this 
kind would mean restricted trade and consequently » 
diminished rate of national growth. The advocates of 
a State commercial policy agree ap to a certain point 
regarding the advantages of cheapness in consumption, 
but they argue that as the quantity produced is nowadays 
the main factor in cheap production, stable and expand- 
ing markets are the ultimate source of a nation's in- 
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dastrial prosperity ; that cortBequently any GoTernment 
action directed to the creation and retention of such 
markets is desirable and best calculated to promote 
cheap production in the long nin, and so to further the 
cause of industrial advancement and national progress. 
The United Kingdom is at present practically the only 
exponent of the free import policy, whilst the rest of 
the world (including the great commercial nations of 
Europe and America, the whole of the self-governing 
British Colonies as well as the natives of India) are all 
I believers in a system of scientific commercial tari&. 
The relative merits of the two policies may be gauged 
by a consideration of the conditions essential to modern 
production on a large and diversified scale. In the first 
place, the existence of a G-ovemment sufficiently power- 
ful to secure commerce from physical interruption or 
outrage is assumed. This in itself costs many millions 
sterling per annum, oil of which has to be provided 
from the surplus earnings of trade and is common to 
both " free " and " preferential " trade poUcies. Granted 
a state of peace and security, the four conditions es- 
sential to wealth creation are demand, labour, materials 
and capital. The parts played by raw products — 
nature's contribntions to man's needs, and by human 
labour — mental as well as manaal — are quite obvious. 
Capital, the accumulated savings from former efforts, 
is essential for the provision of the machinery and 
materials of production, and for the support of all con- 
cerned whilst the work of production is in process. 
The importance of the fourth essential, demand, requires 
special emphasis. Without the wants, desires, or 
demands of mankind — without, in the language of 
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commerce, ample and stable markets, wealth creation 
would not take place at all notwithstanding the existence 
of labour, materiais and capital. Demand, in fact, is 
the mainspring of all wealth prodnctiTe efFcurt. This 
fact realised, it becomes obvious that in the kindling of 
wants and desires, in the creation of demand, in the 
secoring and maintenance of markets, lie the whole 
secret and source of successful troda Here, in short, ia 
the one great central clue that will enable us to decide 
upon the line of policy best calculated to promote com- 
mercial, and therefore social and political, progress. 

Where demand, labour, materials and capital are 
found in the greatest abundance, of the best qualities, 
and at the cheapest cost, there trade developments vrill 
take place at the greatest speed, and with the least 
economical expenditure. Had any one nation a mono- 
poly of all these essentials, no rival oonld possibly atand 
against her. As a matter of fact, no nation at the 
present day has a monopoly of any one, even, of the 
essentials to wealth creation ; and in carrying on the 
world's trade, therefore, the peoples of various nations 
find satisfaction in exchanging with each other those 
prodacts which they have an excess for those in which 
they are most deficient, or for which they have a special 
desire. Assuming the whole processes of production 
and exchange to be performed without interference of 
any kind, it follows that free trade of this nature would 
enable all parties to procure what they required at the 
lowest possible economical cost to all concerned. 

"Whilst no nation enjoys a monopoly of the whole, or 
even of any one of the essentials to wealth creation, 
most of the great nations possera some superiority of 
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demand, labour, materials or capital ; and this superior- 
ity places them in a favoorable position for supplying 
certain commercial products at a very low economical 
cost. Moreover, this ability to produce cheaply means 
that by giving the cheaply produced goods in exchange 
for the commoditiea they require from abroad, sach 
foreign conmioditieB are obtained at the minimum cost 
to themselves. In other words, free trade, that is, 
trade which is unhampered by any restriction what- 
ever, enables the nation adopting it not only to produce 
but also to procure everything that it may be able to 
acquire, at the lowest possible economic cost to itself. 
And the corollary to this position of superior economic 
productivity is that a free trade nation with average 
resources can accumulate savings or surpluses (i.e., 
capital) under the easiest and most economical condi- 
tioDB. Here, in brief, we have the essence of the case 
for free trade. 

The difCarenoe between those who see in the above 
principles the best means of promoting commercial 
(and therefore national) progress, and those who advo- 
cate the adoption of the trade policies of the Continents 
of Europe and America, is identically the same as that 
between a parent who, being the father of a healthy 
vigorous child, prefers to allow that child to grow to 
manhood in freedom — untutored and with no particular 
object in hfe, and another who, inspired by an ideal 
which he hopes to see his ofkpring attain, checks, re- 
strains, guides and encourages that offspring with the 
object of at length fitting him for the position he is after- 
wards to occupy. No doubt the processi of schooling, 
the constant discipline, the cultivation of habits of ap- 
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plication to this or that branch of knowledge, all in- 
Tolved considerable cartailment of the yonth's freedom 
or liberty. At the same time the principle of edacation 
is everywhere recognised to be wise and expedient, and 
the results universally testify to the soundness of the 
institution. Now a nation is after all bnt a vast aggre- 
gation of individoalB. To allow the animal instinct of 
personal greed, wholly nngoided, to be the main and 
only motive inspiring commercial action, is to run risks 
which no pradent State can possibly face, the more 
particularly as it is from the surpluses of this commer- 
cial action that the means of national and political ad- 
vancement are derived. Free trade admittedly permits 
the accamolation of material wealth at the lowest pos- 
sible economic cost. At the same time it involves, to 
attain this end, the sacrifice of all other considerations, 
and a total and entire concentration of national activities 
upon that particular branch or branches of industry in 
which the free trader may possess a momentary superi- 
ority. Now no sensible parent, however much he 'may 
admire freedom and liberty in the abstract, will allow 
his children to devote the whole of their attention and 
energies to that particular gratification which they in 
their judgment and for the moment find most pleasant. 
On the contrary, every sensible parent checks such 
tendencies and directs attention to all those subjects 
which he of his wisdom and experience knows will be 
of the greatest value and importance to his children in 
after life. So, too, a wise statesman will not allow 
commercial developments to run ungoided solely in the 
direction which the trading world — of necessity seeking 
nothing beyond its own private profits — may find for 
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the time being most attractive. Becognising that the 
health and strength of the nation, present and fnttite, 
Eire of greater importance than the blind gratification 
of a temporary economic cheapneSB, the far-seeing states- 
man, taking atock of all the world forces and tendencies 
aronnd him, and measnring out the probable difficulties 
and dangers which his country will have to withstand 
in the years to come, erects in his imagination a great 
national ideal, and then, not hesitating to sacrifice to 
some extent if necessary momentary interests and free- 
dom of action, he labours methodically, scientifically 
and determinedly towards the realisation of that ideal. 
Thus did great minds such as those of Alexander 
Hamilton and President McKinley, Prederick List and 
Prince Bismarck lay the foundations of the splendid 
future of their respective nations. The ideal commer- 
oial condition towards which these practical Empire- 
builders strove was (1) the full development of their 
countries' industrial resources by means of an inter- 
change of their natural products for manufactures 
produced by means of their own labour and capital ; 
consequently, (2) the creation of sources of employment, 
largely diversified, appropriate to the talents of all, and 
satisfactory and profitable to the greatest possible 
number of their own peoples ; and (3) the creation of a 
standard of living, of comfort aod of security for all 
who worked, higher, better and more admirable than 
that of any other nation. The attainment of these 
ideals, which mean the nearest possible approach to a 
self-contained, wealthy, highly developed and powerful 
nation, involves the self-negation of many temporary 
gratifications, but the final results more than compen- 
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sate for any intennediate sacrifices, jast ae the testric- 
tion of free Ewtion imposed on man in his yonthfal 
years is more than compensated for by the snbseqnent 
access of wealth, knowledge and power which become 
his on maturity. This is the thesis of all scientific 
oommercial policies. 

The means adopted for attaining the national ideal 
in the shortest possible time mast depend npon the 
circumstances of each individual case. The obvioQa 
advantages of manufacturing industries — good profits 
for many workers, largely independent of the climatic 
variations that affect agricnlture, and occupying rela- 
tively but very small areas of land — have decided all 
modern nations to bring science and State-aid to the 
creation and development of such industries. The 
machinery employed has varied in different cases. 
Cheap capital has been lent by the State; labour has 
been made more efficient by means of State-added edu- 
cation — literary and technical ; whilst the cultivation of 
" materials " has been encouraged through State bounties 
on production. The most common and effective means 
employed has been the State manipulation of the " de- 
mand " or market. Dei^nd, as we have seen, is the 
mainspring of all wealth creation. It is therefore the 
essential — the treatment of which can be relied npon 
to yield the most certain results. 

The mechanism by aid of which demand has been 
intensified to the required degree, is ingenious and 
eminently practical. We have recognised at the outset 
that a condition of security is necessary for the saccess- 
ful operation of the four essentials to wealth creation ; 
and Ujat thi? condition is attained by the maintenance 



b, Google 



16 INDIA AND THE EBfPIRG 

of Government costing vast sams which have all to be 
provided in the last resource from the snrpluBee of com- 
merce. The braina that have deviaed national commer- 
cial policies for the great nations of the world have 
seized on this fact and so manipulated the collection of 
the Grovermnent revennes as to affect the prices of, and 
demand for, those products the home manufactnre of 
which they desire to encourage. In this way two birds 
have been killed by one stone. Bevenues for the main- 
tenance of Government have been reahsed and at the 
same time, owing to the rise in home prices (or the 
certainty of there being no fall in home prices), home 
mannfactnrers have been enconraged to undertake 
varioas works of production (in factories of all kinds), 
and thus new industries have been created and devel- 
oped. This result has no doabt been effected in the 
first instance at the expense of the home consumer, bat 
the creation of a new industry was the special object in 
view, and that object has been successfully accomplished. 
Moreover, iaat as children arrive at maturity and are no 
longer a charge on their parents, so new industries 
quickly acquire strength and are no longer economically 
expensive to those who created them. This may be 
taken as typical of the operation of the principle of 
preferential trade, i.e., preference for home manufac- 
tures over those of foreign origin and attained at very 
little extra cost to the conmiunity, the revenues coUeoted 
being exaotly the same as in the case of a free-trade country. 
A word regarding the possibilities of a scientifically 
devised State commercial system versus the laisser- 
aller free trade policy of Great Britain is necessary. In 
the pursuit of a national ideal, it \% conceivable that 4 
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competing State may find it in its own interests to dis- 
criminate as to what it will receive in exchange foi its 
own prodncts. It ia generally aseamed that the npahot 
of modem methods of buying and selling is that com- 
modities are exchanged for commodities ; and for the 
purposes of this inquiry this hypothesis may be accepted 
withont qualification. Bat it is possible that it may 
suit a nation deficient in any commodities or in any of 
the essentials to wealth creation to make special State 
efforts to secure those commodities or essentials in which 
it ia economically weak. Thus Canada is at the present 
day doing all it can to encourage the inflow of " labour ". 
Most European nations are nowadays deficient in raw 
"materials," and are at the same time anxious, in order 
to give their people as much employment as possible, to 
build up manufactoring indnstries of their own. Legis- 
lative action is accordingly undertaken calculated to 
encourage the inflow of raw materials (no import)^ 
daties), and to handicap the import of manufactured 
goods (heavy import duties). In this way do the con- 
tinental nations of Europe discriminate in what they 
receive in exchange for their own products. Then 
again gold and silver money are nothing more or less 
than DEMAND in its most concrete and effective form, 
and the remittance of this materialised demand may be 
preferred and engineered to the possibly serious loss of 
the nation being bled. Thus it will be seen that there 
is practically no end to the ingenuity that can be exerted 
in the furtherance of a national commercial policy, or 
to the astonishing results which the exercise of wisdom 
and foresight in the development thereof may eventoally 
produce. Especially is this apparent when we remember 
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that nowadays, with the extraordinarr productivity of 
modern machinery, the qoantity produced is the main 
factor in cheap prodnction. If Uien it be possible by 
the imposition of high import duties considerably to 
enlarge home demands and at the same time restrict 
the demands or markets of rival nations, the protected 
maDtitactnrer, with a large and profitable home market, 
will be able eventually to produce actually at a lower 
ooet than his free trade rival, tbus undermining the sole 
foundation upon which the latter rehes. Only one 
result can follow competition of this character. 
Sufficient has been written above to make it clear that 
^ l^usBer-aUer free trade as a commercial principle has 
no more chance of ultimate success when opposed to a 
scientific, national, trade policy directed towards the at- 
tainment of a specific national ideal, than an ignorant, 
untrained youth would have against a combination of 
the moat highly cultivated produots of our modem 
educational system. The application of this axiom to 
the current trade of the world will form the subject of 
the next step in our inguicy. 



b,GoogIc 



m— BRITAIN'S ECONOMIC POSITION NO 
LONGEB SOUND. 

The old iieaa of trade, of free oompetition, are changed. We 
are &ce to face with great oombinatioiiH and enonnona trusts, hav- 
ing behind them gigantic wealth. Even the industries and the 
commerce which we thought to be peculiaily our own ore in danger. 
It is quite impossible that theee new methods of competition can 
be met hj a strict adherence to old and antiquated methods. — Ms. 
Chambbklain, 16th Maf, 1902. 

A THBOBBTiOAIi conaideTation of the relative merits of 
both policies shows conclusively that laisser-aller 
free trade cannot in reason be expected to result so 
advantageously as a State commercial policy directed 
towards the attainment of a definite national ideal. At 
present the advocates of the tree import policy of the 
United Kingdom have no ideal beyond the maintenance 
of the present condition of af&urs, whereby it is hoped 
that Britain's manufacturers will continue to be able to 
produce more cheaply than-rival manufacturing nations, 
and will continue to find expanding markets for their 
cheap products. This simple faith in Old England's 
powers, in face of the facts that (1) other nations can 
already produce as cheaply as, and in some departments 
more cheaply than, Britain's mannf actuiers ; and that 
(2) the whole world, including Britain's own Colonies, 
has adopted a policy whereby the markets for British 



b,GoogIc 



90 INDIA AND THE EMPIRE 

maDiiiactarea are being Methodically reetticted, eatis- 
factory as it may be to odr national vanity, does bnt little 
credit to those basing faculties and qaalities of intel- 
ligent foresight andfinperial statesmanship that have 
V made Great Britain what it now is. 

Let U6 review the whole position as practical Empire- 
builders. So far aa the cost of Q-ovemment is concerned 
— all provided in the last instance, be it remembered, 
from the eoiplns eaminga of snccessfnl trade — Great 
Britain is no worse off than her chief political and com- 
mercial rivals. In 1905-6 the total expenditure of the 
people of the United Kingdom for Government services 
was £140,611,955. This compares with £110,000,000 
spent by Germany (1905) ; £144,000,000 by France 
(1903) ; £150,000,000 by the United States (1906); and 
£224,000,000 by Bnssia (1904). All these sams had to 
be provided with the primary object of affording the 
necessary mediom or state wherein the conditions es- 
sential to wealth prodaction — demand, labour, materials 
and capital — conld operate most effectnally. Whatever 
line of commercial policy we may eventoally evolve, it 
is necessary to bear in mind that we have, like every 
other nation, to include a practical plan for extracting, 
with as httle difficulty and distorbanoe as possible, the 
£140,(KX),000 sterling per annam, or more, required for 
the maintenance of Great Britain's Government. 

Assmning the existence of a thoroughly efficient 
Government, we must now glance at Britain's position 
with regard to the four essentials to wealth creation. 
First with regard to capital. Thanks to the success of 
British trade during the larger portion of the last cen- 
tury, the United Kingdom managed to accumulate a 
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masB of capital of greater volnme, better organised, and, 
for working purposes, cheaper in cost than any similar 
accmnnlations the world hod before seen. The posses- 
sion of so TBst and so cheap a BQpply of one of the 
essentials to wealth prodaction gave the people of 
Britain on advantage in trade which rival nations have 
found the greatest difficulty in snrmoontiDg. Practi- 
cally every portion of the world has borrowed capital 
from London, and the consecinence has been a mighty 
stream of wealth, in the form of interest, which has 
flowed constantly and in great volnme towards the little 
islands of Britain. With the growth of trade on the 
Continents of Europe and America, great accmnulations 
of capital have been in process of creation and organiso* 
tion, and at the present day Paris, Berlin and Kew 
York are all active and powerful competitors of Lcmdon. 
Not only did Great Britain find it expedient and eco- 
nomical to go to America to barrow capital wherewith to 
cany on the recent war in South Africa, bat so plentiful 
has capital now become in the hands of our rivals that 
New York was able some time ago to raise over a 
million at 2 per cent Great Britain, although still i 
in an extremely favourable position with regard to most 
countries, no longer enjoys that practical monopoly of 
capital which was hers but a few years back. 

Next with regard to " materials ". There was a time 
when the wool of England was in strong demand on the 
Continent of Europe. Those days ore long past. Not 
only have the agricultural and animal products of 
Britain sank into comparative insignificance in relation 
to the supplies of the world, but the people of the United 
Kingdom now draw the bulk of their raw materials from 
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orer the seas. Economically, this is a serionsly weak 
position, eepeciftlly as it now involveB the daily enpply of 
vast quantities of food from abroad. The islands of 
Britain, however, ate extremely wealthy in coal and 
iron — two of the prime factors of modem manafactor- 
ing indastries, and the development of these materials 
and all they embrace has given to England's manu- 
factures a considerable adv&ntage, and has in a large 
meaenre restored the unfavourable balance consecfaent 
npou a dependence upon foreign nations for anpplies of 
agricultural and animal products. The only drawback 
to the position is that the transport of so mach essential 
material by sea involves the upkeep of a relatively very 
costly protective navy. Indeed, the position has now 
been reached when the maintenance of an overwhehn- 
ingly powerful navy has become essential to Britain's 
national welfare; and this involves an enormous ex- 
penditure of money by the State {extracted ultimately 
from the earnings of trade) out of all proportion to the 
size and population of the United Kingdom. Taking 
all these facts into consideration, remembering that 
Germany and the United States are possessed of more 
coal and iron than Britain, and further that the other 
chief raw materials of trade are as easily available to 
rival nations as to British manufacturers, we are forced 
to the conclusion that the United Kingdom is no longer 
in any position of superiority with regard to " materials ", 
> On the contrary her position has now become distinctly 
weak. 

With regard to "labour" — mental and manual — 
Great Britain unquestionably held a remarkably strong 
position half a century ago. Not only were the work- 
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people of England truned to a degree of akill which no 
oompetitors ooald apptoaoh, bat in ttading experience, 
and in all departments of organisation, inventive skill, 
and brain power of a bnsinesB character generally, the 
workers of England stood easily first. So marked a 
snperiority in one of the essentials to wealth creation 
could only yield bat one result— a marked saperiorityin 
the qnality, quantity and economic cost of England's 
prodacts. As long as Britain possessed this advantage, 
80 long conia she rely upon her superior abilities to en- 
able her to hold her own against all competitors. Those 
times, however, belong to the past. At the present day - 
not only has the whole world the benefit of Glreat 
Britain's mannfacturing and trading experiences to 
guide them, but foreign nations have become rich in 
the human element to a degree that threatens the total 
eclipse of British superiority. Not only is the individual 
skill — manual and mental — of foreign nations on the 
whole folly equal to that shown by British workers, but 
they have a snperiority in nnmbers that involves ad- 
vantages of demand or market (and, therefore, a reduced 
cost of production) of very serious import to the pro- 
ducing interests of the United Kingdom. All which 
being so, we are forced to the conclnsion that in the 
essential element of human " labour," Qreat Britain is ' 
now in a position of approaching inferiority. 

We come now to the last and most important of the 
conditions essential to wealth creatioo, vie., " demand ". 
Demand, translated into the pEirlance of trade, is market. 
For many centuries the markets of the world were 
available to all who bad the enterprise to discover and 
supply them. As Gtreat Britain's supremacy on the sea 



b,GoogIc 



21 INDIA Am> THE EHPIRB 

placed her in an exceptional poaition with regard to 
foreign markets, she long held a practical monopoly 
of all the beat sources of oversea demand in the world. 
These, conpled with the markets created by the rapid 
growth in numbers and wealth of her own home popa- 
lation, afforded the most efFective enconragemeDt to in- 
dnstrial growth that could be devised. Thus expanding 
markets stimalated the application of labour to materials, 
and by the aid of cheap capital England advanced at an 
amazing pace. Bat here, again, we have to recognise 
that this phase belongs to past history. With the 
growth of foreign nations and the application by them 
of scientific principles to their growing commerce, they 
one and all decided to restrict the demand for England's 
products by erecting tariff walls that would, whilst yield- 
ing useful revenues, at the same time encourage their 
own industrial developments. Britain's Colonies, re- 
cognising the efficacy of such a policy, have done exactly 
the same, and India, too, would follow suit, were her 
manufacturing interests allowed a voice in the matter. 
Thus we have the spectacle of all the most advanced 
nations in the world adopting a policy the effect of which 
is slowly but surely to restrict that dbmaxd on the free 
operation of which the continued prosperity of Great 
Britain's industries wholly depends. Further, as pointed 
out above, in the rapid growth of their own populations 
and the vast resultant home demands, foreign nations 
have acquired a poaition of economic strength that 
enables them to manufacture remarkably cheaply, and 
so to successfully compete with Britain in neutral 
markets, thus weakening the only sources of fresh de- 
mand remaining to British manufacturers. It is evident 
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then that so far from holding a poeitioD of marked 
snperiority in respect to this moat vital principle of 
wealth creation, the United Kingdom has arrived at a 
stage when the maintenance of " demand " has become 
a problem of annoally increasing difficnlty. 

Beviewing the whole case we see that of the four 
conditions essential to the continued commercial pros- 
perity of the United Kingdom, demand is hedged in on 
all sides and most become increasingly difficult to main- 
tain ; labour is no longer in a position of individual en: 
nnmerical superiority ; materials are the common pro- 
perty of our moat powerfnl rivals ; whilst capital, 
although still very strong, is now face to face with very 
great capital strength in New York, Paris and Berlin. 
In view of these facts it would be folly to imagine that 
Britain's position of economic superiority is exactly 
where it was fifty years ago. The following figures bear- 
ing on the material, labour and market resources pr^ent 
and potential of Britain and her chief competitors still 
further emphasise the coming dangers of our pcsition : — 





Aiw. 




Pop. 


The United Kingdom - 

Ftaooe 

Oormaitf - 

The United States - 

RuBsia 


121,390 

207,060 

206,800 

2,970,230 

8,647,657 


43,089,120 
39,262,300 
60,641,300 
83,941,610 
129,194,300 


360 
189 
290 
28 
15 



If area be any indication whatever of strength in 
materials, and if population can by any e£fort of states- 
manship be made to yield a proportionate strength in 
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laboni, capital and demand — ^presnmptions that are in 
trath to a large extent certainties — it is plainly obvioas 
that the destiny of the United Kingdom, if it elect to 
stand alone, is already sealed. No patriotic British 
subject can regard snch a position with egaanimity. 
Other great nations have brooght pra ctical gci ence to 
bear on the deyelopment of their national resonrcea. 
We mnst do the same. 
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IV.— THE RESOURCES OF THE BRITISH 

EMPIRE: THEIR ORGANISATION AND 

DEVELOPMENT. 

If the Americans be right in prinoiple, uid if they be soooesaful 
in pnotice, the whole poliof of tbe United Kingdom is fonnded on 
a gigantic error which must some d&y lead t« our min aa a oom- 
meicial nation. — Sm Lton Pli.ytaib on the MoKinley Bill in 



The physical limitations of the United Kingdom deter- 
. mine beyond all question that Great Britain alone can- 
not possibly evolve sofBcient demand, labonr, materials 
and capital to withstand the coming economic and 
political pressnre of nations of far greater popnlation 
and natural wealth, and of over twenty times her size. 
If then the future of the Empire rested solely in the 
resources which the little islands of Britain alone conld 
afford and secure, the destiny of Venice or of Holland 
must inevitably be repeated in the case of the United 
Kingdom. Fortunately the courage, enterprise and fore- 
sight of our ancestors, unhampered by any devotion to 
the Theory of Cheapness, have resulted in the acquisi- 
tion of Imperial assets the organisation and development 
of which will enable us to uphold in the future that 
position of proud supremacy in which it has been our 
honour to glory for so long past. The following state- 
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ment givee in brief tabular fonu the partdcnlats of the 
reeonrces at ooz command. It represents the total area 
and population of the British Empire as compared with 
the world'Empires of those great nations with whom 
we are now living in daily economic or political 
rivalry : — 



The Biitiih Emfdre. 


Ana 




Deudt?. 
No. per 
Bq. mUe. 


In Europe - 
In Asia . 
In Africa - 
In America 


121,509 
1,906,303 
2,696,263 
4,026,687 
3,184,631 


43,882,826 
301,293,316 ■ 

43,878.621 
7,989,698 
5,623,375 


36-6 
158-5 

16-9 
20 
1-8 


Total, British Empire 
The Russian Empire' 
France' - 
The United Statea" - 
The German Empire' 


11,833,283 

8,647,657 
4,434,880 
3,696,695 
1,236,600 


402,668,836 
129,194,297 
95,079,685 

70,630,692 
73,327,278 


34-1 
14-9 
21-6 
19-1 
611 



The above figures are eminently satisfactory as in- 
dicating that within the limits of the British Empire 
there exist resources which, if intelligently and methodi- 
cally organised and developed, will enable as not only 
to withstand every kind of economic and poUtical pres- 
sure from without, bat also to carry forward, aninter- 
mpted, the world-wide wotk of progress and civilisation, 
and so attain, so far as man can ever hope to attain, 
the realisation of onr loftiest ideals. To imagine that a 
problem of this magnitude and complexity a most 
hkely to reach a satiafactory solution by abstaining 

'Including all posaessiooB. 
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from any effort at intelligent direction and guidance, is 
to reject the lessons conveyed by the whole of human 
experience. In no detail of man's daily existence, in \ 
no department of private or public lite, in no branch of 
induBtrialj social or pohtical activity do we work on 
the principle of letting everything drift on uncontrolled 
to assume sach forms and shapes as the selfish play and 
cross-play of individual appetites, passions and ambi- 
tions may at length determine. On the contrary, 
bringing all the knowledge and experience we can com- 
mand to bear on onr subject, and erecting in our minds 
an aim or ideal that we elect to attain, we utilise all 
the resources at oar disposal to bring abont the speediest 
possible realisation of our object or ideal. So, too, we 
must act with regard to the British Empire. We want 
an Empire large and rich enough to support in case 
and comfort a greater number of more highly developed 
and more highly civilised men and women than any 
other Empire. This is our aim. To permit of an Im- 
perial development of this character and magnitade we 
must be sofEiciently powerful, from a political, naval 
and military point of view, to be able to resist any 
possible interference from nations of different char- 
acteristics and ideals from our own. This implies a 
costly Q-ovemment and, as the cost of Government and 
of every step in the march of civilisation is provided 
solely from the surpluses of commerce, a very large, 
world-wide trade. The speediest possible development 
of this great trade is therefore one of the first matters 
we have to consider. 

Were all the peoples of the various nations of the 
world engaged at the present day in an uncontrolled 
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struggle to sscore each for themBelres food, clothing 
and other commodities th&t their tastes and appetites 
demanded, it is prohable that the individiial and nnited 
wits of the several peoples of the British Empire would 
enable them to make as sncc^sfnl a fight for their own 
interests as the peoples of any other Empire. Where, 
however, certain groups, with ulterior motives, submit 
to restrictions and curtailments of liberties in the 
furtherance of schemes that involve danger to neigh- 
bouring groups, it behoves all to be on their guard, and 
to take such steps as may be necessary to preserve their 
respective national interests. This in brief is the posi- 
tion of the world at the present day. Great Britain has 
elected a commercial policy that has resulted in her 
becoming dependent upon oversea supplies for her 
daily food. For payment of this daily food, and for the 
further advancement of her commercial and political 
status, she now relies mainly upon the saccesa with 
which she can sell goods manufactured by her largely 
from raw products also obtained from over the seas. 
But the other great nations of the world (including the 
whole of Great Britain's own Colonies) have tor various 
reasons decided to manufacture as much as they can 
within their own limits. To attain this end they have 
deliberately shut their doors (as far as may be convenient 
to themselves) against British manufacturers. Their 
policy has been wholly snccessfnl, and the time has now 
come when the expansion of their manufactures is 
jeopardising the expansion of Great Britain's manu- 
factures. Bememberiug Great Britain's serious de- 
pendence upon her selling the products of her workshops, 
it is imperative that steps be taken at once to defend 
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hei againat thia world-wide State-aided competition, 
and to provide against the risks to her inseparable from 
the growth of rival nationB of great indostrial and 
political strength. 

The first thing we have to remember is the machinffl7 
of Qovetmuent. Of the £140,000,000 that were ex- 
pended by the United Kingdom on this acooont in 
1905-6, £29,000,000 represented the cost of the army ; 
£30,000,000 civil administration ; and £33,000,000 the 
navy. Of the expenditure on the civil services we need 
here say nothing. With regard to the army and navy, 
the fighting strength of these forces mnst bear some 
recognised proportion to that of our chief competitors. 
Bival nations are annnaily spending more and more on 
their respective armaments. Their commerce can 
afford it. Great Britain mnst therefore do the same 
unless she is prepared to face a relapse to a position of 
inferior world power pins an accompanying risk of 
possible annihilation. Especially is this tme with re- 
gard to Britain's navy. The continued advance of 
British commerce therefore becomes a matter of supreme 
importance. It ia true that the British Empire in 
America, in Australasia and in Africa does not at present 
contribute to defensive armaments a sum anything ap- 
proaching what the potential values of the lands in ques- 
tion demand. This, however, does not so mnch mean 
that the Colonies are not contributing their due share 
to the Imperial burden, as that every effort should be 
made to encourage the speedy development (and there- 
fore revenae-yielding capacities) of fdl the outlying 
territories of the Empire. This feature of the great 
Imperial problem — the encouragement of commercial 
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developmentfl because of the necessity to find means 
wherewith to provide naval and military armiuuents 
powerful enough to resist all possible attacks by foreign 
rivals — is a matter which emphasises in the most strik- 
isg and practical manner the necessity for reforming 
Great Britain's present inadequate revenue tariEf. 

Deferring for the time being all detailed consideration 
of the particular methods by which the £140,000,000 to 
£160,000,000 per annum for the upkeep of Great 
Britain's Gtovemment can best be abstracted from the 
earnings of commerce, we can once more turn to the re- 
sources in men and material which the whole of the 
British Empire at present offers, and glance briefly at 
the means by which a scientific Imperial commercial 
policy can turn those resources most rapidly to account. 
As we have before seen, capital, materials, labour and 
demand are the four pillars on which all wealth creation 
rests. A scientiGc treatment of each of these four 
essentials on broad, Imperial lines, and withi the object 
of bringing about the most rapid advance in commercial 
developments, is the policy now advocated. Strangely 
enough, whilst the soimdness and expediency of such a 
policy is freely recognised in certain aspects, it is by 
some people strongly opposed in others. This incon- 
sisteaoy can only be attributed to a deficient appre- 
hension of the whole bearinge> of successful commerce 
on the social and political advancement of the nation. 
A farther consideration of the matter cannot fail to re- 
move most of those difficulties which advocates of 
Britain's free trade see in the way of a change in the 
present policy of the mother land. 

First with regard to capital. The desirability of 
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public money being used in the oonstrnotion of roads 
and bridges is everywhere admitted. In the United 
Kingdom, Government midertake also post and tele- 
graphic Bervicea. In India vast capital smns are de- 
voted to irrigation and railways, and the policy is one 
that meets with weoin approval on all sides. The loan 
of Government capital with the object of bringing 
about the constroction of each national assets as the 
Canard Line steamers Lusitania and Mauretcmia is a 
variation of the same principle of encouraging by State- 
aid developments which, whilst profitable to individual 
members and Industrie, at the same time give power 
and strength to the nation as a whole. The principle 
is a thoroughly sound one, and there are various ways 
in which it can be applied to the great benefit of all 
concerned. Becognising the power and vital character 
of all capital — private as well as national — any policy 
that tends to encourage its accomulation without injury 
to superior interests, or that attracts it to assist in the 
development of commercial enterprises within the 
Kmpire, is obviously desirable and worthy of support. 
Turning to the next essential to wealth creation — 
materials — their presence, production and cultivation 
are matters of sach extreme importance that they de- 
mand the very closest attention by the State. Those 
articles of food, clothing and shelter, without which 
humtm life could not be supported, must be obtained 
at all hazards; and, because of their vital import, pre- 
ferably from within the Empire. "Whilst other nations 
have all recognised this point, Great Britain has allowed 
the matter to drift, with the result that, politically, her 
position is now dangerously weak. This must be 
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remedied. Public opinion {in Q-reat BritEun) has at 
last recognised the Bitnation in the effortB that are now 
being made to extend the area of wheat and cotton 
cialtiTation within the Umits of the Empire. A State 
interest has also been recently shown in sugar. A wise 
statesmanship will review the whole position, and will 
directly enoonrage at the public expense the production 
within the Empire of those materials of the greatest 
value to the Empire as a whole. In this connection the 
ability partially to withhold from rival nations (by means 
of export duties) raw materials essential to their manu- 
factures, as a means of retaliation upon those who shut 
out Britain's manu&ctured products, most also be care- 
fully considered. 

We come now to the third essential — labour. In 
this respect the British Empire is exceptionally wealthy. 
It is one of the first objects of an Imperial commercial 
policy to encourage commercial developments, and as 
snch developments imply more opportunities for labour 
— mental and manual — workers of all types should 
warmly support this policy. The desirability of giving 
State-aid to labour is everywhere admitted, and educa- 
tion of all kinds at the expense of the nation is the form 
which this assistance most generally takes. The duties 
of the State with regard to labour might well be ex- 
tended in the direction of transporting population from 
districts where opportunities were deficient to others 
where employment appeared attractive, or nationally 
desirable. The steady stream of emigration from the 
United Kingdom to the United States, whilst neigh- 
bouring territories in the British Empire were thirsting 
for hands and brains, is an example of strength lost to 
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as owing to the deplorable absence ol a scientific and 
statesmanlike policy with regard to the human element 
in wealth creation. It is not too late to establish a 
policy of State-aided emigration. Opportonitiea are 
plentiful, and the Empire cannot afford to allow its boob 
to leave her in search of commercial opportonities else- 
where. 

The last esBential to wealth creation — demand — is 
the one that, most easy of guidance in the pnblic good, 
has in consequence received in recent years the largest 
share of attention at the hands of every nation in the 
world — except Great Britain. Tbe British Empire 
affords soch unique opportunities in this particolar de- 
partment of wealth production that special attention 
must be devoted to the same. In the meantime, for 
the consideration of those who may still believe that 
any State action in respect of tbe demand for the pro- 
ducts of trade would have to be paid for by trade, and 
vronld therefore increase the difficulties of traders, it 
may be pointed ont that State action with reference to 
labour, materials and capital has also to be paid for, and 
is now actually so paid for by trada Yet the commerce 
of Britain continnes to expand. Why should State 
action in respect to one of the essentials of wealth 
creation be economically unsound, whilst similar action 
with regard to the other three essentials be everywhere 
recognised as admissible and beneficial ? 
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v.— IMPBBIAL DEMANDS, ACTUAL AND PO- 
TENTIAL: MR CHAMBERLAIN'S SCHEME 
FOB THEIR DEVELOPMENT. 

Mr. Chamberlain is light in ao fv bb he eays that tiunge are 
nob well in this country. We cannot feed the hongry with statistics 
of national prosperity, or stop the pangs of famine by reoiting the 
pro4ligiau8 nnmbei of ohequea passed through the Clearing House. 
We have therefore got to piopoHO something better than Mr. Cham- 
berlain [if we can). — Ub. Llotd-Gbobob, H.P., 6th January, 1904. 

OuB brief review of Great Britain's CTirrent commerciBl 
policy h&s ahown that present-day advocates of free 
trade readily recognise the expediency of State action 
with regard to three of the essentials to wealth prodac- 
tion. Labour, materials Euid capital are all subjects of 
State care Eind State use ; and that, too, of necessity 
at the expense of the whole conununity. The assistance 
of the State in respect of the fourth essential, demand, 
must now be couBidered. 

The creation in the hnman breast of new wants and 
desires is, aa we know, the secret of all progress and 
civiliBation. Gtrant the existence of a demand, and an 
effort to satisfy that demand is the inevitable sequenca 
The vast stuns spent by all modem nations on ednca- 
tion are an example of State efforts that result not only 
in increased efficiency so far m the mental and manaal 
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labour element ie conoemed, bat in what is of even 
greater importance — increased wants and desires, in- 
creased demand. Translated into the language of trade, 
this means new and expanding markets — the mainspring 
and source of all indtutrial prosperity. State expendi- 
ture for the creation of new demand in thia way is recog- 
nised to be good--eyen by the most rigid of free traders. 
Now if we glance at the total populations of the whole 
of the British Empire as compared to those of the other 
leading Powers of the world, we find the position to be 
as follows : — 

The British Empire .... - 402,668,836 
The RuBBian Empire .... 129,194,297 
France and the French Colonies - - 95,079,685 

The United States 70.630,692 

The Garmsn Empire .... 73,327,278 

These figures make it quite obvious that considering 
our own resources only, leaving aside those afforded by 
other Empires, or by peoples not included above, the 
British Empire already embraces within its own bound- 
aries sufficient human element to produce, if adequately 
educated, a som total of demand far in excess of that 
possessed by any other nation in the world. Were the 
Empire to limit its State endeavours to nothing beyond 
the State education of the whole of its 402,000,000, the 
result would be a world-wide demand without precedent 
in the history of nations. If, extending this principle 
of State-aid to the guidance and encouragement of auch 
demand as already exists. Great Britain were also to 
adopt a system whereby this demand could be so con- 
trolled as to focus it on those portions of the Empire 
beat able to satisfy it, the result would be a stimulus to 
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commercial expanBion — a rapid access of material wealth, 
and a general development of our social, econcnnic and 
political forces — that wonld carry the British Empire 
more speedily in the direction of oar ideal than any 
other State policy that can be at present devised. 

Fortonately this fact has already been clearly re- 
cognised by the peoples of Canada, of Aostralia, of New 
ZecUand, of South Africa and by the better informed 
amongst the intelligent millions of India. All the self- 
governing Colonies have expressed their anxiety to 
formolate an Imperial scheme based on a recognition 
of this principle, and most of them have taken the first 
steps in the reqnired direction. If we may judge by the 
ntterances of snch able and far-seeing thinkers as the 
late Mr. Justice Banade, the Hon. Dr. Bash Behari 
Ohose, Mr. Bomesh Chunder Dutt, Mr. Subramani 
Iyer, the Hon. Sir FherozeshaJi Mehta, H.H. the 
Gaekwar of Boroda, the Hon. Maharajah Sir Jotindio 
Mohan Tagore and others, the people of India are simi- 
larly anxious to bring science and the experience of the 
whole world to aid in the construction of an Imperial 
commercial poUcy for India. When we regard the 
present populations of the British Empire in Africa, 
America and Australasia, and reflect upon the certainty 
of these populations being doubled and trebled in the 
course of a comparatively few years, we see still more 
cogent reasons for the immediate adoption of a policy 
of scientific State control with regard to that essential, 
demand, upon the expansion of which it is not an ex- 
aggeration to say that the future of our Empire mainly 
depends. The only stumbUng-block at present is a 
section of the inhabitants of the United Kingdom, who, 



b,GoogIc 



IMPKBIAL DEMAMDS, AOTUAI. AND POTENTIAL 89 

whilst penmtting State action with regard to three of 
the ess^itials to wealth creation, and State action np to 
a certain point with regard to the fourth and most vital 
essential, at the same time illogically hesitate to accept 
tn toto the balance of a principle, seven-eighths of 
which they are already embracing I 

However, the leaven is working. Font years ago 
England's greatest Colonial Minister pat forward a 
scheme for goiding and controUing British demand, 
whereby the United Kingdom conld be introduced to 
the necessary change of commercial policy so gently as 
to be ahnost imperceptible to the consomers of Britain. 
This scheme we shall now examine. To make its opera- 
tion quite clear, it is necessary to recall the method by 
which Q-reat Britain at present collects the revenae 
necessary for the maintenance of its Government (an 
efficient and powerful Government being a condition 
antecedent to continued and successful wealth creation). 
The £140,611,955 which the Government services of 
the United Kingdom cost in 1905-6 was provided ap- 
proximately from the following sources : — 

Onstoms uid Excise Duties - - - £64,700,000 

Property and Income Tax 31,36(^000 

Varioua InUnd BeTOzines - - - 23,820,000 

Post Office and Somdriea, Bay - - 20,636,9Se 

Customs and excise duties are collected principally 

on spirits, beer, tobacco, tea, sugar, wines, etc Britain's 

customs duties range from 25 to 800 per cent, ad 

vaiorem, and the effect of the present tariff is that the 

inhabitants of the United Kingdom pay 12s. 2d. per 

head in indirect taxes as compared with lis. 8d. paid 

in this way by Americans and 8s. 2d. by Q-ermanB. 
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Thus EnglaDd'B present tEiriff is in truth very onerous. 
The other contribationa, although not levied directly 
on articles of trade, are of necessity yielded in the last 
lesource from the Biirplas earnings of trade. Which 
means in simple language that British commerce is 
sufficiently remunerative to permit of over £140,000,000 
per annum being withdrawn from its surplus earnings 
without checking its further development. The distin- 

' guishing characteristic of this unique fiscal system is 
that it is so devised as to yield no other result than 
the revenue required by Government. As well might 
the inhabitants of a vill(^e on the banks of a mighty 
stream imagine they had exhausted the uses that the 
river oould serve, when they had drawn their daily 
drinking supply therefrom. Others with greater know- 
ledge and ingenuity would perceive the vfUue of the 
river for fishing, transport, irrigation, motive power, 
etc., all of which could be undertaken without necessarily 
depriving our villagers of a single drop of their drinking 
supplies. So, too, with the streams of commerce. They 
can be utilised to yield not only the revenue necessary 
for Government, but also for a variety of other eads ; 
and that, too, without diminishing by one jot the magni- 
tude of their volume. As a matter of fact, the people 
of Britain already employ them a little, as we have 
seen, for enconra^ng labour materials and capital. 

) Other nations go farther and use them for augmenting 
the demand for their own home products. It is this 
last policy that we have now to develop. The means 
employed is a tariff discriminating between the goods 
it is advantageous to receive and those against which, 
in the interests of home producers, it is desirable to 
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raJBe a certain barrier. Thaa can demand be gnided 
and utilised. 

Mr. GhamberlainlB proposals for the United Kingdom, 
outlined in a great speech delivered at St. Andrew's 
Hall, Glasgow, on the 6th October, 1903, are as fol- 
lows : — 
Taxes to be reduced : — 

Three-quarters of the duty to be taken ofE British 

tea. 
Half the duty to be taken off British sugar. 
Correspooding reductions on British coffee and 

cocoa. 
A. substantial preference for British wines. 
New duties to be imposed : — 
A low duty, not exceeding two shillings a qnarter, 

on foreign com. 
A corresponding duty on foreign flonr. 
About 5 per cent, on foreign meat except bacon. 
Pive per cent, on foreign dairy produce. 
An average of 10 per cent, on foreign manufactured 
goods varying according to the amount of labour 
expended in the making of the goods. 
Ko duties were contemplated on maize or on any raw 
materials. 

Of the suitability of this scheme to the requirements 
of the United Kingdom it is not proposed here to enter ; 
suffice to say that Mr. Chamberlain contended that it 
would not only impose no burden whatever on the 
poorer classes of Great Britain, but it would probably 
involve some gain to the revenues of the home country 
and consequently a possible reduction in taxation.^ 
1 Vide Appendix A. 
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Whether these latter anticipations are likely to be 
realised or not, the proposed tariff reform has this 
special feature to reoommetid it: whilst yielding the 
£140,000,000 to £160,000,000 essential for the mainten- 
f ancd of the Government of the United Kingdom, it dis- 
criminates between those goods which have their origin 
in the British Empire and those the production of 
which gives employment, profit and strength to rival 
nations. In other words, by encooiaging the home 
"demand" for British products, it completes Great 
Britain's recognition of the important principle that 
where powerful rival Powers employ State-aid to aug- 
ment their commercial program, it becomes imperative 
for the whole of the British Empire to do the same. 
By gniding and stimulating the British demand for 
British commodities in exactly the same way as we 
already — directly and indirectly — encourage the growth 
and efficiency of British labour, British materials and 
British capital, we shall be adopting in its entirety a 
wisd Imperial policy of a very efficient and far-reaching 
character. 

The Indian commodities that wotdd be affected by 
the acceptance of Mr. Chamberlain's proposals for the 
State guidance of British demand are wheat, tea, coffee 
and certain manafactored goods. Taken altogether 
these form a substantial portion of India's export trade. 
It will be convenient to consider forthwith the probable 
effects of the proposed scheme of tariff reform on British 
trade in these articles. 
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BEEIiilN'S PEOPOSALS ON THE TRADE 
OP INDU. 

By simply abolishing tha preaent duties (in England) on tea and 
cofibe produoed within the British Empire, the Qovemment of the 
United Kingdom could free the British workmaa's breakfaat-table 
of a tax-burden whioh would largely oompenaate for any temporary 
effect of a doty levied on foreign whe^. Any rearrangement (of 
taxation) on suoh a oompensating basii would have a t«sdency to 
increase the food supply from British dominiona. — Mr. Qeobob £. 
DBDHUOirD (Montreal) at the Sixth Congress of Chambers of Com- 
merce of the Empire, July, 1906. 

The principal Indian industries that wonld be likely to 
be affected by the adoption in the United Kingdom of 
Mr. Chamberlain's proposals of the 6th October, 1903, 
arranged in the order of their monetary importance to 
India, are jute manufactures, tea, wheat, coffee and 
sugar. The following table eihibits the exports of 
these commodities from India in 1906-7, and the ap- 
proximate percentages taken by the British Empire and 
by foreign nations based on information afforded by the 
Government of India's despatch, No. 324, of the 22nd 
October, 1903. 
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Jute mABufftctureB - 
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Coffee .... 
Sugar - - - - 
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99 
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11 

90 
63 
61 
70 
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6 
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64 

46 
34 
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Taking jnte manufactureB first, the largest buyer of 
Indian jate fabrics is the United States, who, in conae- 
qaence of a heavy import duty on bags, take what they 
require mainly in the form of cloth. As is well known, 
the jute industries of Scotland have been severely checked 
by the growth of jute factories in Bengal, and more 
particularly by the far-seeing commercial policies of 
foreign nations, who by aid of thedr scientific tariffs have 
managed to secure a valuable raw product of which we 
hold the monopoly, to shut out our products manu- 
factured from this article, and now to supply markets 
that were once the monopoly of British manufactures 
with this same product manufactured by themselves I 
The striking lesson conveyed by this extraordinary de- 
velopment will be referred to hereafter. In the mean- 
time we can proceed with our examination of the posi- 
tion in the United ^Kingdom, the value of whose imports 
of jute manufactures for the five years ending 1904 
were as under : — 
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Year. 


FromlDdi.. 


n-ir^ 


1900 - " - 

1901 - - 

1902 - - - 

1903 - - - 
19CH - 


£1,979,000 
2,071,000 
1,838,000 
2,237,000 
2,063,000 


£172,000 
138.000 
157,000 
130,000 
145,000 



Were a discriminating duty of 10 per cent, or more 
levied in the United Kingdom on jate manafactores 
imported from foreign coantriea, the resalt might be to 
divert some small percentage of trade to British chan- 
nels. Seeing, however, that so lai^e a proportion of 
Britain's importations are for the purpose of re-exporta- 
tion, even this resalt is open to some doaht. In any 
case the immediate advantage to the Indian jute in- 
dustry would be nil, as it wonld matter but little to 
Bengal jnte interests whether their product was bonght 
by Great Britain or by, say, Ger m a n y, Belginm, France 
or the United States, so long as they were able to find 
a satisfactory market for their goods. 

India's exports of tea in 1906-7 were 233,706,756 lbs., 
valued at Bs. 986,62,354, the highest fignres on record. 
Of this quantity the United Kingdom took 75 per cent, ; 
Canada, AustraUa and Ceylon 12 per cent. ; and foreign 
buyers the remaining 13 per cent., of whom the chief 
was Enssia (6 per cent.). The percentage taken by the 
United Kingdom tends continuously to diminish. At 
the time of the Government of India's despatch on this 
subject (22nd October, 1903) India and Ceylon between 
them divided more than 90 per cent, of the tea imports 
of the United Kingdom. In face of this fact it wu felt 
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that althongh a redaction in the dnty then cntrent, six- 
pence, would probably stimulate conBtunption, and so 
benefit Indian interests, there was very little room for 
preferential treatment as snch. The dnty has now been 
reduced to fivepence. Mr. Chamberlain's proposal in- 
volves the abolition of three-quarters of this duty. Snch 
a change would assmredly benefit the Indian and Ceylon 
tea interests not only by greatly increasing the home 
demand for Biitish-grown tea, but also by putting the 
British grower in India and Ceylon in a position of 
siderable strength For competing witb bis foreign rivals. 
With regard to wheat, the United Kingdom at pre' 
sent draws its mun supplies from Bussia, Argentina^ 
the United States and India. The United States, 
which used to be the chief supplier, is steadily dropping 
to an inferior position in this respect, a larger and 
larger proportion of American wheat being required for 
home consumption. The following statement of wheat 
imports to the United Kingdom is of interest (the 
figures are millions of hundredweights): — 



Sonrce of Supply. 


1904. 


leoe. 


leoa. 


India 

Australia 

Oanada 

Total British Empire, sny - 

Bosm 

Argentina - . . . 
United States - . . . 

Grand Total - 


26 
10 
6 

42 
24 
21 

7 

4 

98 


23 
10 

7 

40 
25 
23 

e 

4 
98 


13 
8 
11 

32 
12 
19 
22 
8 

93 
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Seeing that so large a proportion of India's wheat is 
Bold to foreign nations, and that the United Kingdom 
only draws about one-qnarter of its sappliea from its 
chief Dependency, there is room for a considerable divdr- 
sion of Indian wheat to the United Kingdom, A diver- 
sion of the export stream from the Continent of Europe 
to the islands of Britain would, however, be of no 
benefit to India ;>er se unless it was followed by some 
rise in price not otherwise secured. Now a rise of price 
consequent upon an import duty of two shillings a 
quarter on foreign wheat imported into the United 
Kingdom is very improbable, seeing that competition 
from all quarters would be as keen as ever and that the 
duty would be only leviable on about 60 to 55 per cent. 
of the total supply. Allowing the utmost theoretically 
possible under the circumstances, the rise could not be 
more than one-half the duty imposed, that is to say, 
about one shilling a quarter. Although expert evidence 
leans to the conclusion that the margin created by the 
proposed duty would be ample to give the Canadian 
wheat-grower an effective advantage over his American 
competitor south of the border line, there can be no two 
opinions that a rise of one shilling a quarter, even if it 
occurred, would have little or no effect in encouraging 
the more rapid extension of wheat cultivation of India 
where the crop, already extremely popular, is expand- 
ing aa rapidly as local conditions will permit. We are 
forced to the conclusion, therefore, that so far as wheat 
is concerned the proposed preference in the United 
Kingdom would have little or no practical effect on 
Indian production and export. 

We come now to co£fee. Of the total exports from 
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India about one-third is taken by France, and that, too, 
notwithstanding a high French import duty. A reduc- 
tion in the English duty might divert some of this trade 
to the United Kingdom, but the divereion in itself, unless 
accompanied by some increase in price for India, would 
be of no direct benefit to the Indian cofiee-planter. As 
in the case of tea, however, lower prices, consequent 
upon a reduction in import duty, would probably stimu- 
late home consumption, and this would be a distinct 
advantage to India. 

Lastly, we come to sugar. India's export trade in 
raw si^r was once of considerable dimensions. Uneco- 
nomical methods of production in India combined with 
the competition of bounty-fed beet-sugar from Europe 
have resulted in the partial collapse of this once great 
export trade. The removal of one-half of the duty at 
present levied in the United Kingdom on the inflow o£ 
this important article of food would directly or indirectly 
give a much-required fillip to India's sngar industries, 
and would therefore be of distinct advantage to British 
interests in the East, to make no mention of British 
sugar interests in other parts of the Empire. 

Summarising, we find that the immediate results 
upon the trade of India of the adoption by the United 
Kingdom of Mr. Chamberlain's scheme of 1903 would 
be somewhat as follows : — 

Indinn ludastriw. Probftble Results. 

Jute Manufactures. No effect. 

Tea InddBti?. A marked enoouiagement. 

Wlieat Kiporte. Little or no effect. 

Coffee Indaatry. An encouragement. 

Sngu ludustriea. A alight enooun^ment. 
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Tea and cofiEee then may be regarded as the only in- 
dnstrieB that would be likely materially to benefit by 
the adoption of the particular preferential trade scheme 
outlined by Mr. Chamberlain fonr years ago. The 
valnea of the exports of these articles were approximaitely 
5"4 per cent, and '5 per cent, of India's total export 
trade in 1906-7, so that, on the whole, the probable 
benefits to India would be extremely small. The fact, 
however, that these benefits are unaccompanied by any 
suspicion of disadvantage to India, and that the in- 
dustries concerned are those which afford employment 
to Europeans as well as Indians, should decide us to 
give our undivided support to a scheme, admittedly 
tentative in character, and ohvioosly so outlined as to 
satisfy current political conditions in the United King- 
dom rather than benefit India, or give fall effect to an 
Imperial policy at present but in embryo. In submit- 
ting his sketch plan of October, 1903, Mr. Chamberlain 
made no reference to India, and indeed with the ex- 
ception of Sir Boper Lethbridge'a recent work, no 
attempt has yet been made by the advocates of an Im- 
perial trade policy to allot to India her exact position 
in such a policy. "When inviting the views of the 
Government of India on this subject in his telegram of 
the 7th August, 1903, Lord George Hamilton specifi- 
cally restricted the scope of the inquiry to " the point 
of view of Indian interests". With this limitation 
before them, it was impossible for the Government of 
India to take that broad Imperial view of the matter 
without which any investigation of merely local interests 
becomes of but small account. This deficiency we now 
propose to attempt to fill. We shall attack the problem 
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not merely &om the point of view of local interesta, 
which Bxe, after all, of necessity sobordinate to Imperial 
leqnirementB, but rather from the aspect of the pilot 
who, regarding the British Empire as one great whole, 
is desirous of steering his Imperial vessel safely clear of 
all dangers threatened by the presence of other power- 
ful and skjlfol navigators— commanders who may not 
always perhaps show us the same consideration in oar 
weakness as they will be forced to do in our strength. 
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the realisation of a definite Imperial ideal, is more likely 
to achieve the desired end than a policy of mere drift, 
whereby oar destiny as an Empire ia left to the outcome 
of a play of individual forces striving, not for Imperial 
ends, bnt simply for private profits. 

A brief survey of the area and popolation of the 
British Empire in comparison with those of our four 
most powerful neighbours has satisfied us that we 
already control resources of sufficient magnitude to 
place QS in a position of undisputed supehcH-ity, pro- 
vided only we organise those resonrc^s with the neces- 
sary skill and foresight. A comparison of the main 
divisions of the British Empire will show ns that at 
present India is facile princeps in the matter of popula- 
tion, wealth, internal and foreign trade. The following 
figures speak for themselves : — 





Total 

Foretei Trade 

(M¥ion.). 




sq. mU«a. 


Indift - 
Canada- 
Australia . 
South Africa 
New Zealand 


£211-8 
96-6 
951 
60-7 
28-4 


294,317,082 

5,683,396 

3,875,666 

8,786,262 

888,639 


1,766,517 

3,745,674 

2,946,368 

765,783 

104,751 



The above statement makes it quite clear that at 
present the interests of India rank first in importance 
of all G-reat Britain's dependencies. They are in troth 
only second to those of the United Kingdom itself. It 
follows that where local interests clash with Imperial in- 
terests, and local demands have to be subordinated to 
Imperial requirements (and no Empire can exist without 
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Bome snch Bubordination), those of India command the 
weightiest consideration after those of the United King- 
dom. Conversely, as India at present stands to lose 
more than any other portion of the Empire by an; 
onforeseen catastrophe to British power, it foUows that 
where any local action or sacrifice of local interests may 
be necessary in order to sapport or carry forward the 
BQpremacy of the Empire as a whole, in no part of the 
world does Imperial patriotism demand more spontane- 
ous, onselfiah and whole-hearted effort than in India. 
And, it is a satisfaction to add, in no part of the Empire 
have each efforts in the past been more readily offered 
and more freely accepted and more thoroaghly appreci- 
ated by the great minds of the mother land. 

In commencing oar saivey of India as the principal 
factor in any Imperial conunercial policy calculated to 
afTect the welfare of the United Kingdom, we are at 
ODce impressed by the mightiness of the resources at 
our command. We see a vast expanse of natorolly 
rich territory over 1,760,000 square miles in area — 
larger in fact than the whole of Europe excluding 
Bnssia — watered by some of the noblest rivers in the 
world and supporting roughly 300,000,000 people — more 
than the population of. all Europe excluding BuBsia, 
and approximately one-fifth of the whole of the human 
race. Next we bring before our mind's eye the 109,000 
square miles — an area practically as large as Italy — de- 
voted solely to the production of rice; then 50,000 
square miles — equal to all England — producing millets 
(jomari and bajra); next the 31,000 square miles, say 
the whole of Portugal, under wheat ; the 16,000 square 
miles (the equivalent of Penmark) given up to the 
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cnltivatioD of cotton ; the 4,700 miles under jute ; the 
4,400 mileB under sngar-cane; and so on. Then we 
recall the many millions sterling that India can com- 
mand by the Bale of these valuable products, and by the 
disposal of her enrplus oil-seeds, her tea and coEFee, her 
hides and skins, her lac, indigo and spices, to make no 
mention of wool, silk, timber, tobacco and a host of 
minor commodities everywhere in strong demand. Nor 
must we forget that she possesses coal and iron in 
abundance — ^9,735,010 tons ot the former were raised in 
1906, whilst the manufacture of the latter is now receiv- 
ing attention by the brains of some of her most distin- 
guished sons. Gold, too, she possesBes in handsome 
quantities — over 322 lakhs of rupees worth being un- 
earthed in 1906-7. Further, many of her resources are 
being developed vnth an energy and success that cannot 
fail to extort a tribute of a4miration even from ex- 
perienced England. Jnte manufactures to the value of 
over £10,000,000 sterling were exported in 1906-7, whilst 
nearly £14,000,000 have been already invested in cotton 
mills, the annual yield of which is now of substantial 
proportions. 

Obviously a territory of this magnitude and natural 
wealth, peopled by so ntmieroas and industrious a popn< 
latlon, and capable of yielding materials of snch great 
value to mankind, is of the very first importance to the 
British Empire. And if trained intelligence and ex- 
perience, triumphing over the forces of ignorance and 
illogical conservatism, at length recognise the ex- 
pediency of no longer reBtricting the operations of 
Oovemment to the encouragement and development of 
three and a half out of the four essentials to wealth 
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cieatioQ, the part which India is able to play in a com- 
preheneive Imperial scheme for the commercial advance- 
ment of the British Empire is second only to that of 
the United Kingdom itself. Fortunately in the Qovem- 
ment of India we have a phalanx of some of the ablest 
of Britain's administrative talent, and being to a certain 
degree free from the friction and restraint which in- 
appropriate political mechanism at times creates in the 
working of the supreme Grovemment at home, we see 
the functions of the State more broadly and intelligently 
exercised in India than in perhaps any other portion of 
the Empire. Taking, for>example, the four essentials to 
commercial progress — demand, labour, materials and 
capital — we find each the object of the special solicitude 
of Government in India ; and although it is not for a 
moment assumed that we are anywhere within measur- 
able distance of perfection (Can imperfect man be ever 
so?) or that the actions of Government are beyond 
criticism, it is an indisputable fact that State activity 
has in India taken forms which other portions of the 
Empire might do worse than study. With regard to 
capital, Government has endeavoured to arouse the 
interest and energies of the individual to its vital im- 
portance by the creation of agricultural banks formed 
and controlled by the people themselves. In another 
direction, Government has aided individual concerns by 
guaranteeing a certain return on private capital invested 
in commercial operations. Lastly, Government itself 
has freely employed 8tate capital for the construction 
of canals and railways and for aiding public bodies to 
undertake works of public importance, to make no 
mention of telegraph and postal facilities, wherein most 
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nations act alike. Coming next to materialB, the whole 
irrigation policy of the Gtovernment of India ia directed 
incidentally to the increasing of the Tolome of raw pro- 
dacta that India can yield. Further, apecial departmenta 
of Govenunent are devoted to the study of agricnltnral 
and mineral matters with the object of affording to the 
public all the scientific and practical knowledge and 
assistance possible for augmenting the qaality and 
range of India's material products. With regard to 
labour — mental and manual — State-aided technical and 
general education is devised to improve the former, 
whilst sanitary rules, famine codes and coloniaation acts 
all bear teatimony to Government's efforts to preserve 
and encourage the latter. In the case of demand — the 
genrais of all progress — the Government of India have 
taken action to place cheap education in the way of as 
many as posBible (the only defect being that whilst 
primary education is sadly deficient in qnantity, ad- 
vanced education is unnecessarily esceasive in quality). 
They have, although the mints are closed to the free 
coinage of silver money, manufactured and afforded to 
the public ample suppUes of rupee currency which is, in 
fact, the chief instrument of demand in India. They 
have also, by the imposition of countervailing duties on 
beet-BQgar, and by the exemption of certain commodities 
from the full operation of the 5 per cent , revenue tariff, 
folly recognised the expediency of influencing the de- 
mands of India's roilliona with regard to those com- 
modities in response to considerations of superior im. 
portance than the unchecked gratification of public 
demand. In short, the Government of India have 
approached nearer to the scientific control of wealth 
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creation in the intereeta of the State as a whole than 
the GoTemment of the United Kingdom. It only 
remains to carry the recognition of aoand economic 
principles one step farther, by gniding and controlling 
the further commercial development of India and the 
United Kingdom not merely in the interests of India 
and the Mother Land, bnt also in the interests of the 
Empire as a whole, and we shall find onrselves in exact 
agreement with the State commercial policies of the 
rest of the British Empire and indeed of the rest of the 
civilised world. This can be done by means of a scien- 
tific tariff operating through the agency of both export 
and import duties. The consideration of such a tariff 
for India is the matter to which we must now devote 
attention. 

Over large parts of Northern India, more particularly 
Sind and the Punjab, deficient rainfall has resulted in 
vast tracts of country lying waste, barren of vegetation 
and incapable of supporting either man or beast. In 
comparison with the green fields, prosperous villages and 
abundant populations that distinguish the great Gangetic 
plains farther eastward, the sterile wastes of Sind and 
the Punjab were hideous blots that sadly disfignred the 
northern portions of our great Indian Empire. Had 
oar Indian rulers elected to ignore these tracts — after 
all, Nature's works, not man's — and to confine their 
attention to other portions of the country that held 
promise of far more profitable results, these wastes 
would have remained to this day barren, burning deserts, 
worthless alike to India and the Empire, and standing 
testimonies to an unenterprising and unimaginative ad- 
ministration. Fortunately other counts prevailed. 
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The fact that great rivers flowed in the Deigbbonrhood 
of the deserted tracts was safficient to set men's wits 
working. Engineers examined the levels, chemists 
studied the soils. Science Emd art combined to supply 
that which Nature lacked. By the sacrifice of much 
time and forethought, and a hberal outlay of capital on 
brains, labour and the necessary constructive and execu- 
tive detail, huge canals with hundreds of branches and 
minor distribntoriee were designed and successfully 
carried to completion, so that the invaluable river 
waters now flow by a thousand channels to nearly every 
portion of the before uninhabitable wastes, affording 
everywhere a plentiful supply of fertiliEdng, silt-bearing 
moisture. And with the result that what was before 
barren and useless country has now become fertile and 
valuable in the highest degree, supporting happy and 
contented populations that run into millions, and yield- 
ing valuable crops, some of which (wheat and cotton, 
for example) are of vital importance to the welfare and 
well-being of the Mother Land. 

The moral is obvioua The commerce of the world, 
arising in tiny streamlets and from a myriad sources, 
flows onward in mighty rivers, giving health, strength 
and happiness to all fortunate eoough to understand 
the navigation. In their progress, if untended, they not 
infrequently break from their old courses and find new 
channels, much to the dismay of those unhappy folk 
left high and dry by the diversion. And just as in the 
cases of the great rivers of India it has been found 
possible by human skill and foresight to so control some 
portion of the stream as to encourage the growth and 
development of districts hitherto neglected and lacking 



b, Google 



INDIA'S REAL STRENGTH 69 

in population, so, too, with the commerce of the Em- 
pire, we can bo far inflaence itB coarse and volume as 
to encoTUTEige not only the growth of those parts of the 
Empire that, rich in nature's wealth, are at present 
lacking in the human element, but also those particular 
kinds and forms of industry which, whilst valuable to 
the locality concerned, are likely to prove of value in 
maintaining or augmenting the strength of the Empire 
as a whole. 

And in the £90,000,000 of imports and £121,000,000 
of exports that represent the full streams of India's ex- 
ternal trade, what mighty rivers are flowing before us ! 
British genius, which has achieved such marvels in the 
past, can surely find means and methods, without 
jeopardising in any degree the volume of these great 
currents, to so train some portion of their flow as to 
afford direct encouragement and benefit to British and 
Indian interests, in aud out of India, rather than allow 
the whole to be discharged uncontrolled into that vast 
commercial ocean of which G-reat Britain has no special 
monopoly, and whereon subsidised argosies are already 
endangering some of our most valued prospects. Let 
us try. 
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Our great objeote oaii be sacured if the oonntry is willing to 
abandon the supetatition that tari& are only defensible when they 
oontribute to the revenue, and that if it can be shown that a tariff 
proriding the reveiiae of the country does incidentally aaai^ any 
I induetiy or encourage the development of oui oommeroa, then it is an 
' inimoTtJ thing which we are not entitled to consider. That is a 
Buperatition which has been discarded by other great nations of tlie 
world. They use their tari&, scientifically constructed, in order to 
incieaee theii trade and develop their industries. — Ms. OsahbeB' 
LAIN, London, 16th Jannary, 1901. 

In the constmotion of a scientific tariff it must not be 
Eiapposed for one moment that the idea is to entirely 
withhold or exclude any given commodity, any more 
than the engineer working to utilise the force of the 
current of a great river expects to entirely check the 
flow of such river. The idea is to turn the running 
stream to some account for the attainment of a specific 
end — irrigation or power transmission. In exactly the 
same way, our aim in guiding or controlling market 
demands is not to annihilate those demands but simply 
to BO utilise them as to bring about more rapid, extensive 
and diversified commercial developments in certain given 
localities, i.e., within the limits of the British Empire. 
This is the aim we have in view in critically examining 
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the import and export BtreamB that represent the flow 
of India's external trade. First we propose to consider 
the import stream — its nature and volume, its sources, 
its tributaries and its destination. 

For the year 1906-7 the principal commodities im- 
ported into India arranged in order of their monetary 
values were as under (the figures are lakhs of rupees) : — 

Appare 
Woollej 



Cotton Uamufactures 4,091 
Bvg^i - 873 

Iiun and St«el - - 755 
Msohiaarr & Millwork 679 
Rulwaf Material 415 

Hardware and Cutlery 266 
Mineral Oil - - 242 
Proviaiona - - 242 



Copper - - . 
GlssB and Olassware - 
Inatruuenta, Apparatui 
Spirits 



These were followed by precious stones and pearls, 
carriages and carts, paper and pasteboard, timber, drugs 
and medicines, aniline and alizarine dyes, tobacco, 
chemicals, salt, matches, beer, silk, paints and painters' 
materials, coal, cotton, horses, stationery, etc., of steadily 
diminishing values, the last being Bs. 40,40,000. 

Of the total imports 66'8 per cent, had their source in 
the United Kingdom, the other streams coming prin- 
cipally from Germany (with 5 '3 per cent.), Belgium (4 
per cent.) and ten minor tributaries of a magnitude 
which can be judged by the following list : — 



Austria-Hungary 

Stituts Settlements - 
United States - 
MauritioB 

Including Mauritius we see that 66'6 per cent, of 
the imports may be regarded as of British, and the 
balance, SI'S per cent., of foreign origin. In this latter 



Per 

Cent, 




2-8 


Japan 


2-7 


Cluna . - . 


26 


France 


2 3 


Italy 


20 


BoBsia - 
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we have the first rough indication of the proportion of 
the onrrent which, whilst nndonbtedly benefiting the 
people of India, is a,t the same time a source of strength 
and profit to peoples oateide the Empire who are by no 
means so keenly interested in British interests as we. 
Can we turn this knowledge to account ? 

The present Indian Tariff Act has been officially 
described as " entirely free from any trace of preference 
and from any protective intention. With the exception 
of a very few specially rated articles, of which the chief 
ore petroleom, salt and wines and spirits, its ruling 
1 feature is a low duty of 5 per cent, ad valorem, which in 
' the case of cotton piece-goods is reduced to 3^ per cent., 
and in the case of iron and steel to 1 per cent. The 
free list is not very extensive, but includes the important 
items of machinery, cotton twist and yam. In the case 
of cotton piece-goods and of salt, an excise dnty is im- 
posed of an amount egoal to the import duty. While 
we do not deny that, in theory, some minute protective 
effect may foe attributed to our present system, yet we 
hold that such effect is quite insignificant in practice, 
firstly, because in the case of the largest article of im- 
port and in some minor ones an equivalent excise duty 
is imposed ; secondly, because & large part of the im- 
ports consists of articles which, either in kind or quaUty, 
India does not produce at all ; and thirdly, because our 
general import duties are on a very low scale, such as 
would in most continental countries foe regarded as 
merely nominal. ..." In other words, the Indian 
Import Tariff Act might not be inappropriately com- 
pared to stepping-stones thrown down in the bed of the 
import stream to enable the Finance Minister to oroas 
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safely with his animal Budget. Beyond an almost im- 
peiceptible ripple here and there, the course of the 
waters is in no way interrapted. The little coloarless 
corrents of foreign maanfactares and the preponderat- 
ing volmue of rich, ailt-bearing British-made commo- 
dities flow, equally onobstmcted, post the several foot- 
places. Trae, some of the larger stones are fashioned to 
caoae a little less obstmction than others, notably those 
of Lancashire workmanship, but speaking broadly, the 
whole device in no way hinders the g^eral course of the 
stream and it is thorongbly efFective for the object for 
which it was devised. And, we may also add, in primi< 
tive simplicity, in ingenuous disregard for the uses to 
which the volume of moving waters might advantage- 
ously be adapted, it certainly resembles the old stepping- 
stones which to this day often satisfy the habits, con- 
ditions and requirements of certain country folk far 
removed from the great centres of industrial activity 
and modem progress and civilisation. 

It is no new idea to attempt to control a portion of the 
flow of a river by the construction of a weir, a dam, or 
an anient as it is called in India. In this way the 
level of the water can be maintained or raised as re- 
quired, and the current or a part of it utilised to pro- 
duce electrical power, drive machinery, irrigate the 
neig^booring land, and generally assist in the creation 
of wealth that, without its aid, would certainly be 
unattainable. The works, too, can be made to serve 
as a bridge that will enable the public to cross just as 
efBciently and far more safely and comfortably than 
by means of the old primitive stepping-stones. Do not 
these facts afford us a striking clue to the policy we 
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should pnrsae with regard to the import trade of the 
British Empire? In the case of India the analogy 
serves admirahly, and in considering the possibiUties 
of India's import stream, we shall therefore keep the 
work of the irrigation engineer constantly in mind. 

It has been pointed oat in a former chapter that 
arts and manafactures are more profitable, individually 
and nationally, than agriculture pare and simple; that 
all modem nations have recognised this fact ; and that 
no coontry at the present day can hope to rise to any 
position of political and commercial eminence which 
does not possess many and large manafacturing in- 
dustries. This being so, and remembering, too, the 
liability to famine to which a large dependence on 
agricultore already exposes many millions of the people 
of Ibidia, it is only natural and right that efforts should 
be made to encourage the growth of manufacturing 
iadustries in India. The great difficulties in the way 
of this desideratum are the enervating climate of most 
of the continent, the ignorance of the masses of the 
people, widespread caste and religious prejudices, and 
a general absence of desire for that multiplicity of 
material adjuncts which we of the West are accustomed 
to associate with progress and civilisation. These var- 
ious conditions combine in producing races of country- 
folk on whom the prospect of possessing money very 
often exercises but little effect, To satisfy the cravings 
of hunger is their chief, and often only, care. This 
done, nothing will tempt them to long and arduous 
labour, involving a concentration of mind and effort, 
vrithin noisy and (compared to the brilliant surround- 
ings of outdoor life in the East) hideous, evil-smeUing 
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workBhops. These facts make the indastrial develop- 
ment of India a alow matter compared to the marrel- 
louBly rapid evolation we eee in more temperate and 
invigorating Utitades. 

When, then, we consider the desirability of erecting 
a weir to control the Sow of that stream of imports 
with which we are now dealing, we feel at once that 
even if the general level of the prices of Indian imports 
were thus sUghtly raised all round, the resulting stimulus 
to Indian production would in all probability yield far 
less result than would the same process applied to, say. 
Great Britain. Already in India the one cry on all 
sides at the present moment is labour, more labour. 
The supply of work-people, Dotwithstanding the fact 
that in many parts of India agricultural labour is dis- 
tinctly in excess of requirements, is everywhere still 
short of the demand. Indeed, to some extent, industrial 
progress is checked by the insufficiency of appropriate 
labour. Then, again, there ia the question of capital. 
The people of India, speaking generally, have not yet 
grasped the principle of monetary co-operation. Ages 
of insecurity, the a>ccompaniment of Eastern methods 
of life and Government, have implanted within them 
feeling of distrust which a century of British rule is 
only but slowly eradicating. And with the result that 
milliona of rupees of capital are at thia moment prob- 
ably locked up hidden away in a thouaaod comers, 
that could, with wise application, be employed in the 
developmrait of the natural arts and industries of the 
country. The aspects of the problem were ably summed 
np by Sir John Hewett in hia eloquent address to 
the Industrial Conference at Naini Tal in August, 1907, 
6 
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when he Bald: "We mast educate people bo as to 
divert their energies to iadastrial parsnita other than 
agricultoraJ. We most educate skilled labooi for all 
oar indaatrieB. We moat develop among oar workmen 
an interest in their work to replace the feeling that the 
day's work is only done for the day's wage; and we 
most bring ap educated foremen, supervisors oud 
managers. We must encourage research into the 
potential value of oar raw produce. Secondly, we must 
aideavour to overcome the shyness of capital, and 
success in this respect cannot be achieved unless the 
leaders of the people throw themselves enthusiastically 
into the work. . . ." 

Notwithstanding the difficulties which these defici- 
encies imply, and in spite of the fact that for some 
years to come Indian manufactures would probably 
multiply but slowly in consequence of such a course, 
there can be no doubt, if only Indian interests be con- 
I sidered, a low import tariff of, say, 5 per cent, all round, 
on all manofactures coming into India (and no excise 
duties), would prove distinctly beneficial to this country. 
And in order to distinguish in a rational manner be- 
tween those manufactures which gave profit to British 
industries and those from which Britain's rivals derived 
strength, an additional 10 per cent, should be imposed 
on all imports coming from sources outside the British 
Empire. In this way the great principle of Imperial 
trade preference would receive practical demonstration, 
and both India and the rest of the Empire would bene&t 
thereby. 

This cooclnsion is based on a consideration of Indian 
interests only. But there are other interests to be con- 
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sidered, interests which it will be remembered take pre- 
oedence over thoae of this important portion of his 
Majesty's dominionB, vvs., those of Great Britain and 
the Empire as a whole. If we recall to mind the 
natnre and composition of the great stream whose 
waters we now propose to goide, we find that over two- 
thirds of the imports into India have their source in 
Great Britain. If, then, we take any step calcalated to 
affect the whole of onr import trade, Great Britain 
might possibly feel two-thirds of the results of that 
step. Without attempting to determine how far, if at 
all, such action would in practice be likely to check 
Great Britain's exports to India, we can say at once 
that the people of Great Britain, in whose bonds the 
final decision rests, are not hkely at present to assent to 
a measnre of this kind. This fact is explicitly set forth 
in Paragraph 10 of the Government of India's despatch 
of the 22nd October, of which the following extract is 
the pith : " All past experience indicates that in the de- I 
cision of any fiscal question concerning India, powerful 
sections of the community at home will continue to de- 
mand that their interests and not those of India alone 
shall be allowed consideration. . . . We cannot imagine 
that the merchants of Lancashire or Dundee, to mention 
only two interests, would be likely to acquiesce in such 
a course (*.$., Indian import duties against England) 
even though it were accompanied by still higher duties 
against the foreigner, or that it would be accepted by 
the Home Government We therefore dismiss this 
alternative as beyond the range of the present discus- 
sion. ..." 

Leaving for others to explain by what mental process 
6 • 
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the mRiiTifactareis of Britain conclude that an Indian 
import tariff woold injure their interests, whilst the im- 
port tariffs of the rest of the world have no effect on 
British trade, it will be wise for as as practical engineers, 
dealing with materials and circumstances as we find 
them and not perhaps as we shoold like them to be, to 
adopt the same conclusion as GtoTemment, and dismiss 
the further taxing of British goods from our considera- 
tion for the present. There still remains roughly a 
third of the stream on which we can work, say, 
£27,000,000 per annum. The buyer with £27,000,000 
sterling a year to spend is a great power in the world. 
Can this sum be laid out in such a way as not only to 
satisfy the people of India but at the same time to 
farther the producing interests of India, of Great Britain 
and of the Empire as a whole ? That is the problem. 
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BritiBh snbjects wonld benefit where only one wonld 
gain if it were all pnrcliaBed from foreign nstions. It 
is qoite possible that the British Empire cannot at 
present supply all the oil that India reqnires, and that 
we are, therefore, compelled to go abroad for what we 
wfmt or do without some of it. Even so, oar best 
policy is obvioosly to regulate the stream ho as to give 
every possible encomagement to the development of 
BQch resources as the Empire may possess. Mineral 
oil it will be remembered has been found all over the 
world in many countries in vast quantities. The largest 
sonrces of supply at present are in the United States of 
America and Bnssia; but continental Europe, China, 
Japan, Java, Sumatra, Borneo and many other locaUties 
possess oil in valuable quantities. Within the British 
Empire, Canada and Burma have been perhaps our best 
assets 80 far, but oil is reported in the West Indies, 
in Assam, Kashmir, Beluchistan and the Punjab ; also 
in Egypt Oni great African Empire, too, must assur- 
edly possess valuable oil supplies whidi further investi- 
gation will no doubt reveal. We are not, therefore, 
without resources of considerable value. Whilst it may 
be argued that a margin of 5 or even 10 per cent in 
price in our favour would not be hkely to have very 
much effect in promoting the discovery of new oil 
reservoirs within the Empire, or even of encouraging 
successful competition with the abundant and favourably 
located supplies of Southern Bussia, the Eastern States 
of America, or the Dutch possessions in the neighbour- 
hood of the Straits Settlements, the fact remains that 
it would undoubtedly have some effect : probably, in 
competition with current supplies from fcaeign sonrces. 
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a very considerable effect And this being so, the 
wisdom of adopting this preferential trade policy — al- 
ready the guiding principle of all our Colonies and every 
one of onr national competitors — seems unquestionable. 
Turning from theory and generalities to the more 
concrete facts of the Indian oil trade, the first thing we 
notice in examining the sonrces of our foreign supply 
is that we grant practically the whole of our favours — 
nearly a million sterling in 1906-7 — to Enssia and the 
United States, two of the most highly protected of our 
national competitors and the two, moreover, who levy 
the heaviest tolls on British products entering their 
dominions I In the five years ending 1902-3 the aver- 
age importations of Bnssian and American oils into India 
were valued at £1,727,000 and £436,000 respectively, 
as compared with £102,000 derived from British sources. 
Last year, 1906-7, India procm'ed her kerosene oil (80 
per cent, of the whole) as under ; — 





QaUods. 


Vtlne. 


From Burma (ooastwise) 
„ United States 
,, Sumatra 

„ Various Foreignera 
„ Ruasia" 
„ Borneo 


6] 

2) 
11 

] 


Rs. 219,60,000 
121,87,000 
33,86,000 
16,13,000 
11,51,000 
9,24,000 
3,66,000 



Excluding Burma's unascertainable local consump- 
tion, India last year absorbed over 114,000,000 gallons, 
of which nearly 64 per cent, was raised within the 

1 Intenul troubles have temporarily greatly leduoed Russia's 
productive poweES. 
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conntry (*.a, in Btmsa). The demand is yearly in- 
creasing and with it the percentage of Banna oil con- 
anmed. In addition to the above kerosene oil, 10,152,200 
gallons of other mineral oils, mainly Inbricating, were 
imported in 1906-7, of which Bnrma supplied 9,006,900 
gallons. Obvionsly this inflow of oil affords an excellent 
opportnnity for initiating India's adherence to the prin- 
ciple of preferential trade within the Empire. Assuming 
a general tariff of one anna per gallon, or of 6 per cent. 
ad valorem for revenue purposes to be necesstiry, at least 
5 per cent, additional duty should be levied on oils 
derived from foreign sources. True, the consequence of 
such a preferential tariff might be a rise of some 1 or 2 
per cent, in the price of all oils throughont India; bat, 
even so, the advantages to Burma, to India, and indeed 
to the whole Empire, would more than compensate for 
the almost imperceptible extra contribution paid by 
Indian consumers. Apart from the fact that a large 
portion of this contribution would Sow back automati- 
cally into the pockets of Indian producers, there would be 
I as before explained the encouragement to oil discovery 
and manufacture within the Empire and, what is per- 
haps most important of all, an instrument in the hands 
of Government that might enable them to secure better 
tariff terms (i.e., enlarged markets or demands) for 
British products entering Bussian and American terri- 
tories. This last possibility is one that has been fully 
recognised by India's late Finance Minister — Sir Ed- 
ward Law (vide his Minute of 81st August, 1903, at- 
tached to the Glovemment of India's despatch of 22nd 
October, 1903). 
Leaving to the consideration of the reader the 



b, Google 



THE IMPORT STREAM— THE MADT TRIBTTTARIES 78 

qaestioQ of vegetable and essential oils, and the great 
possibilities of manufacturing the same in India from 
the identical oil-seeds and raw materials which India 
produces in snch abnodaDce but at present ships to 
Europe for otheis to mannfactnxe, let ns now glance 
briefly at the angar problem. Here we find the clearest 
possible testimony of what a acientiflo regnlation of 
the great currents of commerce, can accomplish. We 
all know how the continental nations of Europe, realis- 
ing the impossibility of competing nnaided with the 
eugar-prodacing members of the British Empire, or 
with the British sngar refiner of the United Kingdom, 
proceeded to make self-sacrifices in the shape of pro- 
tective tari& and bounties, all paid out of their own 
pockets, with the object of building up sugar-producing 
and Bugar-m&nnfactuxing industries that conld snccess- 
fully compete with those of G-reat and Greater Britain, 
Every device that art, science or national action could 
evolve to benefit the continental sugar-producing in- 
terests has been utilised, including the open markets 
of the British Empire whereon surplus production has 
been conveniently and profitably dumped whenever 
necessary. And with the result, as we all know, that 
the growth of cane-sugar throughout the Empire, and 
indeed the whole world, was for some years seriously 
checked, and continental beet-sugar secured a position 
that enabled it to successfttlly compete with, and in many 
cases demolish, the industry of those simpler-minded 
folk who, relying mainly upon the lands, appliances and 
legislation left them by their forefathers, delayed to re- 
cognise the nature and consequences of the world-wide 
developments that had taken place around them. 
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Exactly how much sugar India consumes nobody 
can say. The importation for 1906-7 was 486,000 tons, 
and this is probably not a tenth of what the cane grown 
in the country could yield if Bcientifioaily dealt with, 
seeing that 3,600 to 4,000 square miles are now devoted 
to sugar-cane cultivation every year. (The annual aver- 
age for the ten years ending 1899-1900, befcnre bounty* 
fed beet-sugar began to compete, was 4,400 square 
miles.) The sources of India's supply for the last 
three years are indicated below : — 





Tow. 


190M. 
Tmu. 


1M8-7. 
Toiu. 


Java(0(w»e) - 
HAuritiua (Cane) - 
OermMiy (Beet) - 
Aa9bi»-Hungwry (Beet) - 
Various (Cane and Beet) 
United Kingdom (do.) - 
The Straits (Cane) 

Total Tone 


104,000 
91,000 

8,000 
72,000 
19,000 

6,000 
10,000 


84,000 
100.000 

3&,000 
117,000 

18,000 

13,000 
7,000 


166,000 
115,000 
100,000 
80,000 
10,000 
8,000 
8,000 


309,000 


374,000 


480,000 



Applying the line between British and foreign sup- 
plies, and taking only the year 1906-7, we get: — 



In other words, about three-quarters of the sugar im- 
ported last year into Lidia gave profit and strength to 
foreign nations, some of whom are direct competitors of 
the British Empire. For the five years ending 1902^3 
the proportion was only £1,361,000 from foreign 
countries and £1,713,000 from British sources, so that 
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in the interval we have elected, by oor worship of the 
god "Chbap," to give less support to onr own kith and 
kin and more support to onr ftnrmidable opponents. Is 
thia a policy by aid of which we can expect to build up 
oui Empire and maintain that national wealth and 
strength necessary bo reraat the pressure of world-wide 
competition ? 

As in the case of mineral oil, it is possible that the 
British Empire cannot at present produce sufficient 
sugar-cane or beet for Indian needs, in which case we 
must of coarse for the time being satisfy some of our 
requirements abroad, preferably, however, from the 
friends who treat us generously rather than from those 
who squeeze the uttermost farthing from us by heavy 
duties on Indian and Engliafi manufactured products- 
Let us see how we stand. ABsumiog our annual Indian 
consumption to be 3,500,000 tons (including what is 
eaten when chewing cane), of which 8,000,000 tons are 
grown in the country and say 500,000 tons imported, 
can we so regulate this half a million inflow as to encour- 
age sugar growth and manufacture not only in India 
itself bat also in other parts of the British Empire? 
Apart from foreign sources of supply, we have, first, 
India and then the following family relations, the West 
Indies, Australia, Mauritius, Egypt, Natal and the 
United Kingdom, all of whom (together with our own 
vast local resources) could unquestionably in time give 
to the people of India as much sugar as they required. 
By imposing, then, in addition to the present 5 per 
cent, ad valorem, a further S per cent, on all sugar Sow- 
ing into India from countries other than Ctreat Britain 
and her Colonies and dependencies, we could erect a 
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weir that whilst bot very slightly nusing the level of 
sogar prices in India, woold at the same time not oqI; 
benefit the homeland, Mauritins, Egypt, Anstralia and 
possibly other British possessions, but also encourage the 
cultivation and manofactnre of more sngar in India 
itsell The deeirabiUty of doing something of this natore 
has been already clearly recognised in the imposition of 
coontervailing dnties against the bounty-fed sugar of 
the Continent of Europe — legislation that qnickly proved 
its wisdom and value. Foreign nations having been 
forced by a combination of circumBtances to abandon 
the bounty form of State-aid to their own commerce, 
the production of cane-sugar is once more resuming its 
former position of superiority, to the great relief and 
benefit of all British sugar-producers throughout the 
world. We need now only to carry the wise policy of 
the Government of India to its logical conclusion by 
discriminating between the cane-sugar produced within 
the Empire and that other sugar the purchase of which 
by India gives wealth and strength to the producers of 
rival nations. Five per cent, would do it. Why should 
we hesitate? Duties of this character, whether they be 
levied on sugar, or oil, or any other commodity produced 
by a foreign nation, simply mean a shifting of some 
portion of the burden of taxation from Indian to foreign 
shoulders. The proceeds of an Indian import duty on 
foreign sugar or taseigii oil, for example, could be 
utilised towards a reduction of, say, the present salt 
tax, or the income tax, or some other tax which at 
present is paid wholly and solely by Indian or British 
interests. In this way not only would Indian and 
British producers directly benefit, but the general weigh' 
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of Indian taxation would at the B&me time be materially 
reduced. If foreign nationa desire to reap the advantage 
of finding buyers for the products of their industry in 
British markets, they ought in fairness to contribute 
something towards British taxes just as British mer- 
chants are obliged to do, and be it noted just as British 
manufactured goods are compelled to do before they are 
permitted to pass into the territories of foreign com- 
petitors. What is fair for one is fair for both. India, 
under the guidance of Sir Edward Law and Lord Curzon, 
has already taken a step in the right direction. The 
logical development of this policy is what is now 
required. 
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X.— THE IMPOBT 8TKEA1I— MINOR 
OUBBBNTS. 

The people of no nation in history has ever permuienUy proB- 
pered under a polioy which neglected its home industries to bnUd 
up and develop the resources and give employmBnt to the labour of 
foreign States.— The late PaBsrDBKT McKhtlst. 

Oil and Bagar form roaghly one-qaarter to one-thiid 
of the whole of the commoditieB that India pnrchases 
ontaide the Empire. The balance is made ap of some 
fifty or sixty different clasaes of articles (practically all 
mannfactares), the chief of which in order of their 
valaes aie cotton and silk goods, steel, apparel, dyeing 
and tanning materials, glass and glassware, jewellery and 
silver and gold plate, iron, provisions, woollen goods, 
hardware and cutlery, liqaors, raw silk, raw cotton, 
matches, copper, german " silver," paper and pasteboard. 
Other notable items are salt, tobacco,*clocke and watches, 
cotton twist and yam, machinery and mill work, paints, 
toys and stationery. All these minor currents are per- 
haps in themselves insignificant. Their total even is by 
DO means imposing in compariBon with the majestic 
flow of Great Britain's export trade to India. At the 
same time, jast as a straw will show how the wind 
blows, so these little coloured streaks in the great river 
of Indian imports are of considerable service to the 
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economist and Btatesman as indicating facts, teodencieB 
and probabilities from which he can deduct conclasioas 
of great moment to national welfare. 

In glancing through the above list of oommodities 
purchased by India from foreign nations, we notice at 
once that nearly every item ia the product of some 
manufactwring industry. Salt, coal, silk and cotton are in 
truth about the only raw products that India has bought 
from the foreigner. The fact that even these few things 
have been procured outside the Empire conveys a lesson, 
and special encouragement for the cultivation or produc- 
tion within British limits of the exact article in demand 
is the remedy and policy indicated. With resources such 
as we possess there is no necessity to go to (Germany 
for salt or to Japtm for coal ; whilst so far as silk and 
cotton are concerned the efforts now being made to 
cultivate in India itself the exact qualities required, will 
no doubt yield success if persisted in with the necessary 
skill and determination. The significance of the im- 
porl»i of foreign manufaotured goods is a matter on which 
we must specially ponder. Seeing that the result of 
Great Britain's free import policy of the last sizty years 
has been to produce a mother l«id which now depends 
for its continued health and strength mainly on the suc- 
cess with which it can manufacture and sell the raw 
material it imports from abroad, it ia of the greatest 
iinportance that its own children should, as far as they 
can, support its industries ; and that India, its largest 
buyer, should not be tempted by a temporary cheapness 
to go elsewhere. Which being so, what are we to think 
when we see India spending millions abroad on such 
articles as iron and steel, cotton and woollen goods, 
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hardware aod cntlei;, glass and glassware, matches, 
paper, twist and yam, earthenware and porcelain, ma- 
chinery and mill work, and many other commoditiea in 
the prodnctioD of which, the United Kingdom oaght to 
be able to beat all competitors ? Many of these come 
&om the Continents of Enrope and America and yield 
employment and profit to oar most formidable rivals. 
Trtte, the amounts individually are very trifling, but 
small as they are, can we afford to allow ont rivals to 
retain and to work up these minor sources of strength 
as they are now doing 7 Allowing that India in 1906-7 
purchased, say, 70 per cent of her imports from British 
sources, still 30 per cent, went to ontsiderB, and 30 per 
cent, of £90,000,000 is £37,000,000. Is it wise to spend 
£27,000,000 sterling per annam without a thought as 
to results io the fatute in encouraging the development 
— ^more particularly the manufacturing capacities and 
developments — of rival nations some of whom are in 
direct competition with ourselves and none of whom 
will freely purchase our mannfactored goods in return ? 
Possibly it may be said — Great Britain is doing well ; 
so is India ; we can well afford to spend our money as 
we like and buy from whom we please. The reply is — 
Whether we can now afford it or not, it is not sound for 
us to look only at the immediate present, and altogether 
neglect the future. Manufacturing indastriee are ad- 
mittedly of considerable value and advantage, nationally. 
India mnet therefore think twice before spending 
£20,000,000 to £30,000,000 a year on foreign manufac- 
turers, onless those foreigners will buy oor manufactured 
products equally freely. Otherwise we must inevitably 
be forced into the position of merely supplying raiy 
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producta for them to work ap and from which they 
derive strength, whilst we are permanently handi- 
capped and held back. Indeed this is the actual posi- 
tion of India at the present day. Fortunately we 
have the remedy in oar own hands. The same device, 
by aid of which the main stream of foreign imports 
can be ntihsed to yield revenne and encourage British 
indastrial developments, can be brought into opera- 
tion with regard to most of the minor streams. Bnt 
jnet as in the case of the various irrigation systems 
of Northern and Southern India different devices have 
been adopted to meet difiFerent local requirements, so, too, 
in the case of the little streams of foreign imports into 
India, our tariff machinery must be carefully constructed 
with the object of securing a separate and special result 
in each case. Thus, whilst the general principle'may 
be embodied in the proposal to erect an import tariff of 
about 10 per cent, to 15 per cent, ad valorem on all 
foreign imports — especially manufactured imports — in 
working out the details, it may be desirable to allow 
such articles as raw silk and cotton, agricultural and 
mill machinery, dyeing and tanning materials, etc., to 
flow in entirely free of duty. At the same time, seeing 
that India buys more steel, more silk manufactures, 
more glass and glassware, more jewellery, and more 
clocks and watches from foreign sources than from 
British suppliers, and that, too, in spite of the fact 
that Q-reat Britain is very expert in the manufacture of ' 
such goods, the situation seems to call for a consider- 
ably higher duty than even 10 or 15 p^ cent, in 
these instances, not only in the hope of stimulating 
Indian production, but also with the object of showing 
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a marked preference for, and so effectively encooraging 
the manufacture of, anch gcx)dB in the United Kingdom. 
Each other class of India's importations from foreign 
coontries should he dealt with in the same way, the 
idea being, whilst raising revenue for the purposes of 
general admiDistration, to afford a certain encourage- 
ment to the creation and development of British in- 
dustries in India as well as other parts of the Empire. 
Our general conclusions with regard to the import 
trade of India can now be summed up in a few sentences. 
Although moderate import duties of say 5 per cent, on 
British and 10 to 15 per cent, on foreign manufactured 
goods would be the beet way of collecting a portion of 
the revenue required by the Indian Government, in that 
it would give a gentle stimulus to the development of 
Indian arts and industries and at the same time exhibit 
a rational preference for the manufactures of the United 
Kingdom, the complete adoption of such a policy is at the 
moment probably impracticable owing to the prepond- 
erating influence and importance of the manufacturing 
interests of Great Britain. This, however, should not 
prove an obstacle to the adoption of a special mutual 
preference tariff designed to discriminate between pro- 
ducts of British labour and those of Britain's competitora 
This might be superimposed on the structure of the 
present Indian Tariff Act. Though yielding but very 
little additional revenue to Government and a similarly 
small measure of encouragement to the industries of 
India, it would indicate an intelligent recognition of that 
principle of mutual aid which is at the bottom of all 
social, national and Imperial progress, and it would give 
as much stimulus to Indian arts as the present conditions 
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in India demand. It is urgently called for, too, in view 
of the fact that Great Britain's mannfactorers are not 
holding their own with regard to the demands of India. 
Comparing the figures for the twenty years ending 
1901-2, we find that India's total imports have increased 
in that period by 76 per cent. Of this advance all the 
leading manufacturing nations of the world have 
secured a proportion, but whereas Germany, Belgimn 
and Anstria-Hangary have multiphed their rouce small 
export trade to India by thirteen to thirty-eight times. 
Great Britain has not been able even to doable her 
figures of 1881-82. Only in the last five years Germany 
has managed to increase her percentage of India's total 
purchases from her from 2'7 per cent, to 5'3 per cent., 
i.e., she h^ doubled her sales of manufactured goods ; 
and aHhougb the percentage is in one way small, to 
ignore its significance would be to throw away the warn- 
ing which the falling barometer always gives to the 
experienced navigator. Germany is doing best in 
woollen goods, hardware and cutlery and cotton mann- 
factures. Great Britain was once first in all the world 
in manufactures of these classes. Why shonld she not 
retain the whole of this trade ? 
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XI.~THE EXPOBT STEEAM— ITS MAGNI- 
TUDE AND COMPOSITION. 

What is pertiDenl ta this conneetioa ia Sir Edward Law's study 
of boUi export snd import tf&de (in hia Memor»ndum Booompsnying 
the OoTemmeiit of India's despatch of 22nd Ootober, 1903). That 
tepresento a businem-like way of disposing of questiooB of this kind. 
That Heiooiandnm exhibits exactly the methods in which we in the 
Ooounonwealth endeavour to approach proposals of this kind. — 
The Hon. AhtaMD VzAXtn, Prime Minister of Australia, at the 
Colonial Oonference, 90th April, 1907. 

We now come to a consideration of the most important 
portion of our subject — the poMibility of taming to 
atill greater acconnt than is already done that magnifi- 
cent stream of exports apou the continuation and growth 
of which India's advancing prosperity mainly depends. 
If the streams of imports that flow into India, and the 
fiscal treatment of some small portion thereof, suggested 
in the previous chapters, be likened to, say, the Cauvery, 
the Eistna or the Godavari rivers with their several 
deltaic systems of artificial irrigation, then the vast 
exports of India's raw products — wonderful in their 
variety, certain in their flow, and of truly unequalled 
volume and value — can only be compared to the greater 
rivers of the north — the sacred Ganges and the Jumna, 
or the mighty Indus with its five wonderful tribntaries. 
These magnificent arteries aire not only the hfe-sonroe 
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of a veiy large portion of the population of npper India, 
bat in the projects for drawing and distribnting their 
waters over hundreds of sqa&re miles of neighbouring 
lands we possess the largest and most snccessfol irriga- 
tion schemes that the enterprise and ingenuity of man 
have yet succeeded in accomplishing. And may it not 
be poraible to ntilise in their flow some portions of 
India's vast export trade to augment Indian and British 
prosperity, jast as the officers of Government have done 
in the case of the Jonma, or the Ganges, or the great 
rivers of the Pnnjab? We have before as the largest, 
most valoable and most powerfol currents ontside those 
of the United Kingdom, running, in one sense, largely 
to waste. Is it beyond the wit of man to harness 
some of this spore energy for the benefit of the 
Empire? 

The principal articles of export from India arranged 
in order of their valnes for 1906-7 are as nndet : — 
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Minor articles of export in order of their value are 
fodder, bran and cattle food, manores, saltpetre, coal 
and coke, coir, apparel, dra^ and medicineB, horns, 
metals, woollen goods, bristles, caoutchonc, tobacco, 
froits and vegetables, mica, ailk goods, nnrefined sugar, 
gold, etc. 

The total valne of the export stream in 1906-7 was 
£121,516,349. Were the whole of this mighty volume 
discharged within the limits of the British Empire, the 
masimun benefit to British interests woold resolt. 
Indian sellers wonid secure dne recompense and profit 
on the whole of their sells ; British buyers would find a 
similar satisfaction and profit in paying for and obtain- 
ing what they required. Thirty or forty years ago 
India's export trade did yield these double advantages 
to the Empire. With the desire of foreign nations to 
create manufacturing indnstries of their own (whether 
they were favourably situated for such industries or 
not), and with the adoption by them of a commercial 
pohcy hostile to British mannfactures, a diversion of 
the lower reaches of the great Indian export river has 
been saccessfully effected, and with the resnlt that 
many of India's most valuable raw products are now 
drawn off by oar national rivals, converted by than into 
completely manufactured commodities, and then sold 
as such not only to Great Britain's former customers, 
but also to the people of the United Kingdom them- 
selves. In this way, whilst India may not have suffered 
— except indirectly by the loss of British mannfacturing 
prestige and its resolting wealth and power — Great 
Britain, in the supposed best interests of India, has 
quietly permitted rival nations to utihse some of her 
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most valuable resourcea, and to build up, partly by the 
aid thereof, powerfol industries that are now able to 
sacoeasfolly compete with hex in the markets of the 
world. Never before in the history of mankind has so 
amazing a policy — or absence of policy — been exhibited 
by an Empire with any pretension to statesmanlike 
foresight. How mach of the current has been saccess- 
fnlly diverted and utilised by foreign nation8-.-some of 
them dangeroQB rivals to British sapremacy — the follow- 
ing figoies show : — 
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It will be seen from the above that instead of practi- 
cally the whole. Great Britain now takes advantage of 
only a little over one-quarter of India's exports. In her 
natoral function of chief market for Indian commoditiea 
the United Kingdom has very aeriously lost grouiid. As 
a matter of fact, Grermany is now buying over 30 per 
cent., and the United States nearly 50 per cent, more from 
India than tkey were doing orUy five years ago I To the 
shortsighted, this may appear good bosiness for India ; 
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bat it mast not be forgotten that, in every normal com- 
mercial transaction, the bayer as well as the seller 
makes a profit, and the more Sermany and the United 
States can buy from India the more profit they make 
oat of the basinesB. Per oontra the less Great Britain 
bays, the less she makes. And where, as in the case in 
point, these' pnrchases from India consist of valaable 
raw prodace Becnied for the special parpose of being 
mannfactared and agaia resold, the gain to Germany 
and the United States is moltiplied several times ; for 
the work of mannfactare employs foreign brains, capital 
and labour (each earning their own recompense), whilst 
the sale of the manufactored product means satisfactory 
profits for all the varioas distribnting departments of 
commerce. These several processes obviously augment 
our rivals' national wealth and strength and, relatively, 
diminish Great Britain's position of economic (and 
therefore poUtical) supremacy. 

Fortunately it happens that the nature of the great 
Indian export current, apart from its huge volume, is 
still a source of the greatest strength to the Empire. A 
glance through the list of its chief components reveals 
several products in which India practically enjoys a 
monopoly, viz., jute, jute manofactures, til seed, lac, 
teak wood, myrobalams, mowra, etc., whilst in several 
others we possess advantages of the nature of a modi- 
fied monopoly owing to their limited production in but 
few cooBtries. Then, again, the remarkable cheapness 
of those other articles (such as wheat, seeds, hides, skins, 
etc.), in which India competes with outside producers, 
places us in a particularly strong position; so that, 
altogether, we can rest assured that not only shall we 
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always be able to find bnyera for eTerythiDg we have 
to sell, bat that in many importaat branches of com- 
merce ontside nations will be forced to come to India, 
whether (for political reasons) they wish to or not, in 
order to obtain the raw materials and other products 
necessary to keep their own peoples occnpied and their 
own industries prosperons. 

We are now in a position to commence our practical 
work of devisiiig methods whereby the vast stream of 
India's exports can be utilised to forward Imperial 
interests. It will not be necessary as before pointed 
out to attempt the intercepting or blocking of any con- 
siderable position of the volume at first, any more 
than the development of any individual scheme of 
power transmission or irrigation calls for the complete 
carrying or diversion of the whole or of even a greater 
portion of the waters of, say, the Oanges or the Indus, 
The most we can hope to accomplish is by constmcting 
favourable tariff channels to lead a little of the current 
here or there and to regulate the supply according to 
the exigencies of the moment If necessary, we shall 
not hesitate to recommend a dam or weir across one 
or other tributary in order to ensure a permanent flow 
along a given route, or to so raise price levels as to 
afford some industry opportunities for development that 
without such mechanical means could never exist. All 
these advices are everyday matters to the irrigation 
engineer, and are everjrwhere recognised to be well 
worth the risk, trouble and expense involved. Nor need 
we be in the least afraid that by the construction of 
such works the volume of the main stream is likely 
to be so affected so that those who are lower down the 
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river will find their water vanishiDg and their proBperity 
blighted. Snch contretemps are nnknown amongst iiii- 
gation experts, and they need never occur in the process 
of constmcting a natural commercial pohcy. Let as 
then not hesitate, hot go ahead. 
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xn— THE EJJPOBT STBBAM— HOW IT CAN 
BE UTILISED— THE CASE OF JUTE. 

Your oompetitors are to-day dealing with jour law nutteriala at 
the f ountaiu-headB ; they are diverliiig from yon those raw mateiials 
for their own ends — to work them up. And in working them ap 
they pay their own people wages for prodncingmanofaotniwlartiolM 
which eventaally come directly into competition with yon not only 
in England but also in the Colooiee. — The Hon. F. R. Mook, Prime 
Minister of Natal, at the Colonial Oonfereuoe, London, lat May, 
1907. 

Matebial ptogresB ia not confined to agricaltnre, to 
manofaotures, or indeed to any particular form of in- 
dostry. The engineer bringing bis expert knowledge 
to bear on the atilisation of the opportunities for com- 
mercial development afforded by a great river, ie not 
therefore limited to irrigation at any particular spot, or 
of any particular character, or indeed to irrigation at 
all. He may atiUse the cnrtent for the direct eerrices 
of varions types of mannfactures, as, for example, is 
done with aach great effect in Canada ; or he may con- 
vert its force by aid of electrical devices to the creation 
and transmission of power that can be utihsed near and 
far for almost every conceivable end — witness the 
United States or India itself (e.^., the Canvery Palls). 
So, in exactly the same way, it is possible to torn to 
accotint the flow of India's great export stream (1) by 
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impoBing export daties that woold have the reeolt of 
raising the prices of raw products to buyers oatside 
India, and so giving an advantage to the mannfActorers 
of similar raw prodacts within India itself; (2) by 
allowing rebates of the whole or some portion of these 
export dnties to British bayers oatside India, thus 
placing the British purchaser of raw products for mann- 
fftcturing porposes in a position of advantage as com- 
pared with foreign bnyers and mannfactniers ; (3) by 
granting in the United Kingdom and other portions 
of the British Empire specially favourable tariff terms 
for Indian prodacts, thns encouraging their production, 
sale, manipulation and consumption within the limits of 
the Empire, and so securing the maximam satisfac- 
tion and profit, and the maximam economic and pohti- 
cal strength for the maximam number of British 
subjects ; and lastly (4) by the statesmanlike use of all 
these several devices, for extorting from rival nations 
better terms and conditions for the admission of British 
products into their respective territories than at present 
prevaiL These are some of the means by which the 
great Indian current can be ntihsed to encourage and 
enlarge that demand for British prodacts, upon the 
rapid expansion of which the continued power and 
prosperity of the Empire mainly depends. 

In view of these considerations, is it not deplorable to 
find such magnificent opportunities now practically all 
running to waste ? As already pointed out the volume 
of India's external trade is so great, and its composition 
so varied and valuable, that it is no exaggeration to say 
that a scientific regolatfon of its current could produce 
greater beneficial results to the Empire as a whole than 
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any other legislative action outside a root-and-branch 
reform of Great Britain's own castoms tariff. It be- 
hoves every Indian and Anglo-Indian therefore to lend a 
willing hand and brain to the attainment of a speedy 
reformation of our present commercial policy. Exi- 
gencies of time and space make it impossible to examine 
exhaustively all the possible means by which each and 
every branch of Indian trade conld be benefited by an 
intelligent extension of the already accepted principle 
of State recognition and encomragement. The State at 
present lends its aid in respect to capital, materials, 
labour and internal demand — all at the expense of the 
community as a whole. What is now advocated is an 
extension of this principle so as to embrace external 
demand — first that of the whole of the British Empire, 
and then that of the whole world. Let us see how an 
application of the four fiscal devices above outlined 
would be likely to operate in the attainment of this end 
so far as India's most valuable product — jute — is con- 
cerned. 

Jute, as a substitute for hemp, was the subject of 
various experiments by Dundee manufacturers as far 
back as 1830. Its utility yrss quickly recognised, and 
by the middle of last century a. large export of the fibre 
from Calcutta had sprung up. The Crimean War, by 
interrupting the supply of flax and hemp from Bussia, 
gave a great stimulus to Bengal and the trade rapidly 
expanded. Not only did the Dundee manufacturers 
reap magnificent rewards, bat factories began to appear 
in and around Calcutta. The cheapness of tbe fibre and 
of the products made therefrom gave them a world-wide 
popularity, and from nothing in the early years of last 
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ceattuy, the prodaction of jnte in India has now 
amounted to 31,733,000 cwt. in 190&-7. Fifty years 
ago the British Empire (ia., India and the United King- 
dom) enjoyed a monopoly of the production and manu- 
facture of all jnte and jnte fabricB. This fact did not 
escape the attention of foreign nations who required these 
fabrics in yearly increasing quantities to assist in the de- 
velopment of their own industries. They one and all 
set to work to artificially divert the industry as far as 
they could from British channels. To attain this end 
the same devices were everywhere employed. The de- 
I mand for the British manufactured product was gradu- 
ally checked by the erection of import tariffs of steadily 
advancing duties, and at the same time, as the raw pro- 
duct could be freely obtained from Calcutta by one and 
all — ^foreigners as well as British — on exactly the same 
terms, factories were erected first in Gtermany then in 
other parts of Europe, at which, under the shelter of 
their tariffs, the jute waa spun and woven to supply 
foreign home demands. As this policy gradually de- 
veloped, rival nations were at length not only able to 
largely satisfy their own requirements, but they have 
now also oonmienced to attack those of the world's 
markets, which had hitherto been a source of profit and 
wealth to British mannfaoturers only. The number of 
jute-spinning and weaving factories in the United King- 
dom steadily fell from 118 in 1885 to 107 in 1905, and 
that, too, notwithstanding a phenomenal increase in the 
world's consumption of jute which now exceeds 8,600,000 
bales per annum. It is not surprising in these circum- 
stances that exports of jnte piece-goods from the United 
Kii^dom have declined as under : — 
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HtlUoQK ot Yards. Thatuuid« of £. 
Average for 1890-M - 2644 2,426 

„ 189S-99 - 234fl 2,048 

„ „ 1900-4 - 198-7 1,984 

Nor caa we feel astonished that last year the United 
Kingdom was only able to purchase 42 per cent, of what 
India conid spare, whilst rival nations, who a few years 
ago satisfied all their requirements with British manu- 
factures, foand profit in purchasing — G-ermany, 21 per 
cent. ; the United States, 12 per cent. ; France, 10 per 
cent. ; Aastria, 4 per cent. ; Italy, 3 per cent. ; Spain, 2 
per cent., etc., of India's total exports. The steady 
diversion of India's invaluable export current of raw 
jute has been going on approximately as nnder: — 
Thk Woeld's CoMStiMPTioH Of Raw Jutb. 
(Thouuutda of Bales.) 
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It cannot for a moment be imagined or argued that 
the above serious diversion of a wealth-bearing industry 
from British to foreign territories has been the inevit- 
able result of the operation of the free play of economic 
forces. It has been the direct outcome of a definite and 
carefully planned commercial policy on the part of 
foreign nations who, by extending 6tate-aid to the con- 
trol of the chief essential to wealth production, demand, 
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have SQcceeded in creating niuubera of flourishing mann- 
factorea that afford employment to thousands of people 
of rival Powers, and yield life, sustenance, profit and 
strength to the nations concerned. Such indeed are the 
factories of San Francisco, Brooklyn and Pateraon in the 
United States ; Berlin, Bremen, Hamborg, Bonn, Cassel 
and Braunschweig in Q-ermany ; Dunkirk, Lille, St. Pol, 
Armenti^ree and Ailly-enr-Somme in France ; Barcelona, 
Valencia, Seville, Bilbao, Santander and Gijon in Spain, 
etc. 

Let OS now for a moment consider what might have 
happened had Britain's statesmen, recognising that in 
jute the Empire poesessed a fibre which, owing to its low 
economic cost, must be in world-wide demand, deter- 
mined to utilise this fact so as to give employment, profit 
and strength to the maximum number of British sub- 
jects, instead of allowing foreign rivals to walk off with 
the raw material without hindrance and at the same 
time shut their doors to British products manufactured 
from this same raw material. Taking the four fiscal 
devices mentioned at the beginning of this chapter in 
the order in which they are mentioned, the Govern- 
ment of India might, firstly, have imposed an export 
duty on raw jute, with the special object of stimulating 
the multiplication of spinning and weaving factories in 
India. Such an action would have been distinctly un- 
friendly to Dundee, to whose initiative and energy the 
growth of Bengal's chief product mainly owed its 
success. Moreover, recognising the prior existence of 
industrial interests in several parts of the County of 
Forfar, and also the many advantages which geographi- 
cal sitoation already gave to factories situated in proxim- 
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ity to the Bonrces of supply of the raw product, State 
action of this character was not in any way called for. 
The growth of the Bengal industry and the severe 
check to farther expansion that Dundee has experienced 
in conaeqnenoe, fully bear out Has view of the matter. 
The second fiscal atteraatiTe was to impose an export 
duty as before, at the same time granting a robate if 
the raw material were intended for consumption by 
British manufacturers. (This indeed is exactly the 
policy at present loUowed by the United States with re- 
gard to Manila hemp. An export duty of thirty shiUinga 
per ton ia imposed in the Philippines, the United States 
manufacturer being given a rebate provided the hemp 
be imported to the States in an American vesBel.) Had 
this policy been adopted in time, it is quite certain that 
practically the whole of the jute-spimiing and weaving 
indastries of the world might have been built up within 
British territory to the very great advantage of both 
India and the United Kingdom. The third alternative 
pohcy — the adoption in Oreat Britain and other parts of 
the Empire of a tariff specially encouraging to the pro- 
dnction of raw or manufactured jute in India — is with- 
out apphcation in thia particular iuBtance, for the reason 
that India already has a monopoly of the fibre at 
present, whilst in the matter of its manufacture, Scot- 
land and Bengal are in active competition. The ex- 
pediency of either manufacturing interest penahsing the 
other — both being British — would be a development of 
commercial policy which we are not yet called upon 
to discuss. At the same time every part of the Empire 
should discriminate between jute mannfactnres the 
products of British, and those that are the products of 
7 
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foreign labonr and oapital — the demand for the latter 
being checked (by a high import duty), and that for tho 
former beiog encouraged (by the removal of all import 
duty — that ig, as far as local finances will permit). 

The fourth line of commercial policy — the extorting 
from rival nations of the best terms of admission (».e., 
the creation of the largest dbuans) for British com- 
modities by means of a British e^ort or import tariff — 
might be most effectively employed in connection frith 
jute. This is how the ol^eE Powers of the world treat 
Lidia's most valuable product : — 
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Here we see clearly laid bare the meuis whereby 
Germany, France and America are building up their 
jute works. An Indian export duty on raw jute ex- 
ported to the above nations of the same incidence as 
that which rival Powers impose on the British manu- 
factured prodnct is clearly called for. If this be inex- 
pedient for political reasons then some modification of 

>Bftw jnttt p«y8 1 rouble 20 oopeoks per pond — a wj low daty 
forBfUBift, 
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rivEil natioaa' handicap on prodncts of British isdastxy 
other than jnte goods should be negotiated. 

Soffioient has now been sketched to indicate how the 
chief oontribatoiy to India's export stream might be 
inteUigently treated -with the object of conserving and 
developing British commercial interests. In the case of 
jnte the resultant benefits woald accme rather to the 
United Kingdom than to India. This is no reason, 
however, why India should not take its due position in 
demanding a statesmanlike revision of our commercial 
policy. Bengal recognises the advantages of spinning, 
weaving and manofaotaring its own raw material; trnd 
as powerfol rival nations have artificially controlled 
their demand, so as to show their preference for the raw 
product rather than the yam, the yam rather than the 
cloth, and the cloth rather than the bags and other 
finished jnte goods, it behoves India to reply by a practi- 
cal expression of a similar preference for products which 
employ the greatest amoont of Indian labour and 
capital, and consequently yield the largest and best re- 
snlts for Indian interests and the interests of the British 
Epipire. 
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Xin.— THE COTTON AND BICE CUBRENTS : 
HOW TO UTILISE THEM. 

Hftnobester m Terjr anxioos to derelop ootton growing within 
tiie BritiBh Eminre— » very proper thing to do. Bat it it is right 
for ootttm to be grown within tJie Empire to supply the reqoirs- 
menta of H&noheeter, why ahonld it not be juat as right to grow 
me»t, OF com (or rice), or uiy other thing to meet the reqoire- 
mento of the Kmpire 7— Mb. E. Pakkbs, M.P., at the Sixth Oon- 
gress of Chambeia of Commeroe of the Empire, London, 10th July, 
190a. 

Next in importance to JTite and jnte mannfactnrea come 
cotton and all the products thereof. India's exports of 
raw cotton, cotton yam and cotton goods in X906-7 
■ were 16'7 per cent, of her total export trade. Baw 
cotton represented 26*94 per cent, of the whole value of 
law materials exported from India. Seeing that 
£92,000,000 (nearly 30 per cent.) of Great Britain's 
export trade consists of goods manafactared from cotton, 
it might be thoaght that the people of the United King- 
dom would have long ago recognised the desirahiUty of 
obtaining as much of this cotton as possible within the 
limits of the British Empire, so giving their own fellow- 
subjects the advantages arising from the growth and 
sale of BO valuable a product. And yet, murabUe dietu, 
it is only within the last few years that this policy has 
commended itself to Lancashire. In the meantime the 
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mother land has depended for a large and vital portion 
of its snstenance, say 96 per cent., on foreign coontries 
(chiefly the United States and Egypt), whilst the 
British Empire, mainly India, has supplied to her the 
remaining insignificant 4 per cent. To such deplorable 
p&Bses does onr prraent absence of commercial policy 
lead, that out of the 7,397,000 owt. of cotton (valaed at 
Bs. 21,96,57,000) which. India was able to spare last year, 
the United Kingdom could only find use for 451,000 
cwt., or 6 per cent. I 

The following coontries fomid profit in appropriating 
the reat : — 



Japan 

GemunT - 

Belgium - 

Italy . . - . 

Austria- HungEiry 

France 


1,729,000 cwt. 

1,648,000 „ 

1,101,000 „ 

874,000 „ 

619,000 „ 

558,000 „ 


23 per cent. 

22 „ 

16 

12 „ 

8 „ 

7 



and so on. 

It would almost seem from the above figures that it 
is only expert, free-trade England who is unable to 
utilise the £14,000,000 worth of cheap cotton which 
India can at present offer the Empire I Qermany and 
Belgium, it will be remembered, each impose a duty 
equivalent to 20 per cent, ad valorem oa India's cotton 
manufactured goods, whilst practically all nations have 
recognised the advantage in their own interests of 
restricting in some degree their demands for British 
cotton manufactured goods (by the erection of import 
tari& thereagainst). Is it not obvious that this policy 
of welcoming British raw materials, but checking the 
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BritiBli manofaotared prodncts, is of more advantage io 
them than to qb? 

The arts of cotton spinning and cotton weaving prob- 
ably reached a high stage of proficiency in India 2,000 
years ago. Certain it is that the cloths of Masnlipatam 
and the moslins of Decca were known in Eastern 
Enrope in those early days. The cotton-weaving in- 
dustry in England ■ only conunenced to develop in the 
seventeenth century, and it is on record that in 1721 
an Act was passed prohibiting (in the interests of Man- 
Chester) the importation of printed calicoes from India I 
Thus did oar misguided forefathers contribute to the 
creation of Britain's greatest industry I The same re- 
gard for the mannfactoring interests of England oon- 
tinnes to find expression at this day in the mnch oriti- 
oised excise daties now levied on the products of India's 
cotton mills. In spite of labour, capital and climatic 
difficulties, these mills continne to moke progress ; and 
althou^ throaghont India, as in every other country in 
the world, handicrafts have melted away in face of the 
competition of machine-made goods, on the whole 
India's production of cotton yam and cloth is rapidly 
increasing. Almost a half of the cotton grown in India 
is now required for her own spinning factories, and as 
the quality of the cotton improves, the abihty of India 
to compete with the cotton goods of the United King- 
dom will become more and more pronounced. At first 
the competition was largely confined to the satisfaction 
of local demand, but with a slow but steady advance in 
the efficiency of India labour, capital and material, 
Bombay millowners are succeeding in satisfying ex- 
ternal demands to a gradually increasing extent India's 
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exports of yam and piece-goods in 1906-7 were 
243,617,000 lb. and 76,699,000 yards respectively, 
valaed at Ba. 1039-65 lakhs and Bs. 166-42 lakHs. Of this 
91*36 per cent of the yam went to China and also most 
of the piece-goods. With additional experience, and the 
assistance of yams of finer and longer staple imported 
from Egypt and elsewhere, Bombay millowners will 
undoubtedly be able to make their competition felt in 
an ever-widening sphere to the great benefit of the 
Empire as a whole. 

What, now, is the position ? The following table ex- 
hibits clearly the trend of the cotton manofactotiog 
trade of the world. It shows the average annual con- 
aomption of raw cotton by Great Britain since 1876 and 
by her formidable rivals on the Continents of Europe and 
America (the figures are millions of hundred-weights) : — 



Perfod. 


United 


United 


Conttntnt 


Total. 


Kingdom. 


Stetes. 


oISuTop*. 


1876-80 


11-20 


613 


917 


26-60 


1881-86 


12-88 


7-66 


11-76 


32-30 


1886-90 


13-75 


9-06 


13-98 


36-78 


1891-95 


Ull 


11-26 


17-02 


42-39 


1896-00 


15-05 


14-03 


20-11 


49-22 


190(M)1 


14-69 


16-23 


80-43 


51-25 


1901-02 


14-52 


17-46 


21-69 


6356 


1902-03 


14-21 


17-92 


22-98 


65-U 


19CRWH 


13-47 


17-4B 


22-98 


63-90 


1901-05 


16-16 


19 '24 


22-98 


68-38 


1906-06 


16-85 


21-10 


23-4» 


61-M 


1906-07 


17-37 


2210" 


24-37 


63-84 



1 Kxports of cotton manufftotnred goods from the United States 
inoreased &om 19-8 miUioos of doUars in 1896 to 42-0 millions 
of doUftTs in 1906, i.e., «a advance of just upon 117 pei cent, in ten 
years I 
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These statiatics should give panae to every superficial 
thinker who, becauBe Laucaahire has done ao well in 
recent years, may be inclined to jump to the conclusion 
that Great Britain's chief indnstry is in a stronger and 
more satielactory position than ever. The above 
figures show clearly that so far as cotton manuf actoiing 
is concerned, both Europe and America have caught ns 
up and passed ua. Europe'a annual oonaumption, it 
vrill be seen, has increased by over 15,000,000 cwt, ; 
whilst that of the United Kingdom has only advanced 
by 6,000,000 cwt., and that, too, notwithstanding a 
century of experience, an accumnlation of skill, ma- 
chinery and capital, and a p(»aesaion of the worid's 
markets that should have given us every conceivable 
advantage. In addition to this we cannot ignore the 
fact that Q-reat Britain at the present day is in the 
perilous condition of depending for its very life, so far 
as its chief industry is concerned, upon the good-will of 
powerful competitors who, for the moment, happen to 
grow more raw material than they can themselves pro- 
fitably manufacture. (Twenty-seven thousand looms in 
North-east Lancashire were compelled to close for a week 
in May last for want of yam.) This extraordinary state 
of affairs cannot obviously last for long. Every country 
now uses its national brain with regard to its foreign 
commerce, and endeavours to build up, by Btate-aid, in- 
dustries of its own — especially industries that can utilise 
home-grovm raw materiaL In pursuance of this policy, 
every great nation endeavours to preserve the home 
demand for the home manufacturer and restrict as far 
as possible that demand so far aa the manufactured 
prodacts of Britain are concerned. In the case of 
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cotton goods everybody hinders the Bale o! British 
cotton manufa.ctaie8 (the United States most sacceBB- 
Inlly and much to their own advantage I) ; and with the 
result that India and China are now the remaining chief 
sonrces of demand, npon the retention of which British 
cotton manufacturers mainly depend. If these markets 
are not to be captured in the future by foreign-made 
cotton goods produced at low cost by means of that 
cheapness which accompanies vast production, the 
British Empire must set to work at once and forge a 
rational commercial policy that, whilst accepting the 
raw product free, places a tariff obstruction in the way 
of foreign manufactured cotton articles. Some effort 
must be made to gradually divert India's £14,600,000 
worth of raw cotton, which now gives profit to foreign 
buyers, to British hands, by the taxing in India and the 
United Kingdom (say about 10 per cent, ad valorem) of 
all foreign products made from that or from any other 
cotton. Those nations who raise a 20 per cent, barrier 
against the importation of Indian cotton yams and 
fabrics must (either by an Indian preferential export 
duty on cotton or — what would be mote practical — by 
a preferential import duty on some other commodity 
manufactured by the competing nation) be induced to 
lower or remove their artificial obstruction to their 
demand for British manufactnres. In these ways the 
power of the cotton current can be utilised to some 
extent for Imperial ends, mainly, it may be admitted, 
for the benefit of the United Kingdom. Indian cotton 
industries would benefit slightly by the extension of 
home and foreign demand, but the chief interest con- 
cerned is Lancashire, who in the midst of its current 
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prosperity and advaDcement is slow to realise what the 
phenomenal growth of rival cotton manofacturinf? in- 
terests of superior capital and prodnctiTfi capacities, 
and located in close proximity to the vitally necessary 
supplies of raw material, must inevitably lead to in the 
not remote future. 

India's outflowing stream of rice represents a little 
over 10 per cent, of the total export current. Next to 
jate and cotton, it is the most valuable asset of the raw 
material (food) class that India affords the Empire. The 
total crop production available in 1906-7 was estimated 
to be about 433,138,000 tons, of which only 1,935,200 
tons, worth Ba. 18,52,17,000, were actually exported out 
of India — mostly from Burma. Information regarding 
the exact destinations of this vast stream is deficient, 
but the following figures give approximately the direc- 
tions in which the main currents Sowed in 1906-7 : — 



To tbe BitliBh Empire. 


To FordgD Countries. 


OevloB ■ ■ 338,862 
TheStraitfl - 203,400 
OrMl Britain - 131.996 

674,268 


Tons, 
Germany. - 262,498 
Japan - 133,163 
Austria-Hungary 116,332 

611,983 



Large qnantities are shipped to South America, and 
there is a oonaiderable demand also in the Levant. 
East Africa, Mauritius and Natal take moderate sup- 
phes, so that altogether we shall not be very far wrong 
if we assnme that of India's surplim rice nearly a half 
is bought by foreign nations. Eormerly the bulk of the 
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exports were shipped from Barma in the form of 
" paddy " (anhusked rice). Qradnally, with the growth 
of rice mills, the proportion of hnsked and cleaned rice 
has steadily increased to the advantage of all British 
interests concerned. The buak ia now oaed as fael in 
the mills, the bran is exported for pig-feeding, and a 
saving in transport charges is idso secnred. As an ex- 
ample of the policy pnrsaed by foreign nations at the 
expense of India and Qreat Britain it may be here 
mentioned that nnclean rice is accepted by Germany > 
dnty free, while cleaned rice is barred by a substantial 
import duty. The object, of course, is to encourage 
the erection of rice mills in Germany. This is tjrpical 
of the policy of all modem protective nations, vie., to 
fOTce the British Empire to restrict itself, as far as can 
be done, to the yielding of only the essentials to wealth 
creation — raw materials chiefly — and to check the ex- 
pansion of all other forms of British industry, and also 
of the wealth and strength — economic and pohtioal — 
which sach industry of necessity brings. 

At present the only article of commerce on which an 
export duty is levied in India, ia rice. Rice hxtsked or 
nnhasked (including rice flour) pays a tax of three 
annaB per maund (82$ lb. avoirdapois). Bice-bran and 
rice-dust are permitted to flow outwards free. Such an 
export tax as this is wholly indefensible and ought to 
be abolished forthwith. No donbt the revenue derived 
from land in Burma is comparatively small. There 
was a time, too, when India and Bnrma enjoyed 
something approaching to a monopoly of the supply of 
rice to Europe. Those days are long past, and British- 
grown rice has now to compete with that raised by 



b, Google 



lOe IKDU AND THE EMPIRE 

fomgn nations. To saddle the British prodaot with 
an export tax is simply to handicap British enterprise 
for the benefit of its foreign rivals. Italy and the 
United States, who both grow very fine rice themselves, 
levy import dnties on Indian rice equivalent to 68 and 
114 per cent, ad vaioram, whilst Aastria and Germany 
each tax it to the extent of about 43 per cent,, France 
about 46 per cent., and Bnssia, say, 110 per cent ; so 
that altogether British rice interests are deplorably 
treated — needlessly taxed by their own Governments 
and dehberately hindered and checked by foreign 
Powers. Assuming for a moment that export taxes on 
Indian prodacts be absolutely necessary for revenue 
purposes — an assomption that has no foondatioD what- 
ever in fact — then those commodities in which India 
holds a practical monopoly, say raw jute, opium, til 
seed, etc., are obviously more appropriate subjects for 
an export duty than rice 

So far as the rice and cotton cnrrents are concerned, 
we may safely conclude that a definite Imperial com- 
mercial pohcy would be of material assistance to India 
with regard to rice, and to the Empire as a whole with 
regard to cotton and cotton manafactuies. It is not 
for a moment suggested that a violent change of tariff 
poli<^ should be undertaken forthvrith ; but the sources 
of our strength and our weakness having been reviewed 
and examined, we are now in a position, with this 
knowledge behind us, to take our stand with the 
Colonies and the Mother Land when the moment 
arrives for extending the first principle of our everyday 
intercourse — mutual preference — to our foreign trade 
and oversea commerce. 
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XrV.— HIDB8 AND SKCN8 ; WHEAT AND 
SEEDS ; OPIUM, LAC AND WOOL. 

Our [OodaotB are taken at the present time (by foreign nationi) 
in Older that their muiafactarers may be supplied. They turn onr 
wool into oloth, they smelt our ores tmd manufaoture tiiem into 
machinery, or into pig-iron, and send it out to us to compete vith 
British iron. Their tarifT is framed direoQy in theii own intereeta. 
It is to their interest to get wool and ores and other raw products, 
and therefore l^y take them (free). It ie not in their intereate to 
l«ke manufactured goods, and therefore they do not take them— 
either yours or ours. — The HoK. AIiTbbd Dbakst, Prime Minister ' 
of Australia, at the Colonial Oonference, London, SOth April, 1907. 

Jute, cotton and rice are the basis of over a half of 
India's export trade. The balance of the outflowing 
stream is made np of between thirty and forty little 
carrents, of which the chief, in the order of their im- 
portance to India, are hides and skins, seeds, tea, opium 
and wheat (including wheat floor). The proportion that 
the exports of these commodities bear to the whole 
volnme of exports varies from between about 8 to 5 per 
cent in each case. Tea we shall consider separately. 
Let as now glance at the position of these and of some of 
the other chief " materials," the export values of which 
in 1906-7 were over a million sterling : — 

109 
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Hide* andSkma 



Seeds 

Opium 

Whnt 

Iac 

Wool 



£10,332,613 
8,679,606 
6,206,281 
5,228,972 



1,617,69 



The value of do other article exported in 1906-7 teached 
a total of £1,000,000 sterling, the nearest being " pnlse, 
millets and cereals," £859,766. 

In view of the world's annnall; increasing demand 
for leather, a country that can yield over £10,000,000 
sterling worth of hides and skins per annum, like India, 
is a valuable Imperial asset " Material " of this char- 
acter, if our commercial policy be guided by intelligent 
ideals, will be most carefully couserred, and its manu- 
facture in India, or at any rate within the limits of the , 
Empire, be encouraged by all possible means. It will 
not for a moment be argued, even by those who may 
not hitherto have looked beyond the limitations of free 
trade, that the British Empire is ao placed that it cannot 
economically manufacture leather. And yet foreign 
nations managed to secure for manufacturing purposes 
over 90 per cent, of India's raw hides and skins in 
1906-7, whilst the United Kingdom bought only 9 per 
cent I The principal nations to profit in this way 
were: — 



TbB United States, who took 
Gentutnv „ 

It«Iy ^ 
Austria- Hungaiy „ 



Spna 
Fnuioe 

All these protectionist countries accept India's raw 
bides and skins free (excepting the United States, who 



36 per cent. 
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impose a small rdvenae duty the removal of which is 
now under discTission). At the same time all of these 
nations bar Great Britain's manofactared prodncts by 
means of import tarifiCs. Can we be sorprised in these 
circumstances that Britain's exports of boots and shoes 
to foreign countries are falling off, or that her total 
exports of leather manufacturee t-o foreign countries ace 
progressing far less satisfactorily than thoee of her chief 
rival — the United States? Exports of boots and shoes 
from the United States rose from £155,000 in 1894 to 
£1,448,000 in 1904! "Why should Great Britain be 
left behind in a manufacture of this description? 

In the absence of any protective tariff, most of India's 
manufactured, (.«., tanned hides and skins go to the 
United Kingdom (93 per cent in 1905-6). The tanning 
industry in India, however, is very backward (exports 
of tanned hides and skins in 1906-7 were only a small 
proportion of the whole, about 12 per cent.), and seeing 
what an extensive series of very excellent tanning 
materials are already available in the conntry, e.g., acacia 
pods and bark, cntch, sumach, cassia, mangroves, 
myrobalams, etc., an intelligent commercial policy, 
directed solely in India's interests, would consider the 
imposition of a small export duty on raw hides and 
skins. If necessary, in Imperial interests, a rebate would 
be allowed on snch hides and skins as were exported to, 
and foe manufactnre in, the United Kingdom. Great 
Britain would at the same time restrict its demand 
for all leather goods manufactured outside the Empire, 
by an effective import duty on such goods. 

Shipments of seeds in 1906-7 were valued at Bs. 1,301 
lakhs and represented 7 per cent, of India's total export 



b, Google 



118 moU AND THE BMPIRB 

outflow. The following were the principal seeds dealt 
with and the monetary vala^ of each : — 



Linaeed - - 


Es. 325,99,000 




263,82,000 


EUpeSeed - 


246,46,000 


Ckitton Seed 


130,30,000 


Ground Nuts 


12B,65,000 


Ciiator Seeds 


113,77,000 


Poppy Seed 


65,77,000 



Linseed goes chiefly to the United Kingdom (Kb. 116 
lakha), France (Bs. 63 lakhs) and Germany (Bs. 43 lakhs). 
The largest buyers of rape seed are Germany (Bs. 47 
lakhs), France (Bs. 63 lakhs) and Belgimn (Bs. 81 lakhs). 
Sesamom and poppy seed are shipped mainly to France 
and Belgimn, cotton seed to the United Kingdom, castor 
seed to the United Kingdom, and groond nuts to France. 
We need not examine in detail the special policies 
suitable for making the moat of each of the above seeds. 
The general principle is this ; The British Empire 
yields (in India) over £8,000,000 sterling per annom 
of raw material for making oil, cattle food, etc. A far- 
seeing, statesmanlike commercial policy, recognising 
the great valae of this Imperial asset, and perceiving 
that everybody who handled, transported, manufactnred, 
sold, bought and consumed the same in its raw or com- 
pletely manufactnred state, must find employment, 
derive sustenance, accumulate profit, and add to the 
wealth and strength of the Empire, would therefore 
employ to some extent the resources of the State to 
bring about this most desirable result. Instead of 
allowing an essential to wealth creation to pass freely 
to the Continent of Europe in exchange for prodncta 
of for^gn labour that are not essentials to wealttt 
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creation, we should say to Germany or France, or who- 
ever it may be : " We are quite agreeable to let yon have 
these essential raw products without hindrance provided 
in return you also accept without hindrance our manu- 
factured goods. We cannot see why we should allow 
you to exclude from Grermany the linseed oil we manu- 
facture in Kngland, and at the same tinoe permit you 
to remove freely from ua the seed from which to ex- 
press this very same oil, for sale perhaps in England 
itself in competition with oar own British-made oil. 
Unless therefore yon take off your import duty on our 
linseed oil, we most put an export duty on our linseed." 
Such a policy as this would p(ffiBess obvious advantages 
in maintaining the prosperity of British oil-crushing 
industries. 

Opium to the value of £6,205,281 was exported in 
1906-7. Most of this went to China. As Indian opium 
is superior to the Chinese article, and as, moreover, out- 
side China, India practically possesses a monopoly of 
the production of this valuable drag, it is within our 
power to deal with it exactly as we may think best. 
The trade is already controlled by the Grovemment of 
India, and we need not therefore do more here than 
express a hope that the efforts of the best brains of the 
civilised world to check man's excessive craving for this 
(and all other stimulants and narcotics) may prove 
successful. The demand for sach is but little modified 
by tariff regulations that raise the price of any particular 
drug or spirit, and this fact makes these commodities 
most suitable for taxation for revenue-yielding purposes. 
In the case of opium we all recognise the expediency 
of controlling, in some measure, its free manufacture 
8 
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sai export ia response to consideratioQB of saperior 
importanoe — nationally and internationally — to those ol 
the mere profits that can be derived from the cQltivation 
and sale of the dmg. This is the identical great prin- 
ciple that advocates of a scientific comm^Kual polity 
demand shonld be extended to the whole of a nation's 
trade — the recognition of Imperial considerations which 
in certain matters, e.g., the development of manofactniea 
and the raising of the standards of civilisation, rank 
saperior to that individoal liberty of action and resultant 
economic ohea^ess which have been sanctified under 
the name of Free Trade. 

Wheat, lac and wool are the only remaining raw 
materials the exports of which from India in 1906-7 
were each over £1,000,000 sterling in valna Of these 
WHEAT was by far the most important. India can 
now produce between 8,500,000 and 9,000,000 tons of 
wheat per annum, of which, under present conditions, 
anything between 10 and 25 per cent, may be available 
for export, all things being favourable. This quantity 
will steadily increase as the irrigation policy of Govern- 
ment in Northern India bears fruit and farther areas of 
land are made available for cultivation. We have seen 
in a previous chapter: (1) that the United Kingdom 
already takes moat of India's spare wheat ; (2) that a 
rise of a shilling or even two or three shillinga a quarter 
would not be likely per te to bring about a more rapid 
extension of wheat cultivation in India than Ib at pre- 
sent in course of development. The area devoted to 
wheat is already expanding as rapidly as local circum- 
stances — land, water and labour — will permit At the 
same time the benefits to Canadian and perhaps other 



b, Google 



HIDES AKD SKINS ; WftEAT AND SEEDS, ETC. 115 

Britiah wheat interests arising from a preferential im- 
port dnty on wheat in the United Kingdom are such as 
to make it incmnbent on India to support any fiscal re- 
form calcolated to strengthen British wheat-growers 
and consumers. Lac is a resinons extract (yielding 
also a rich deep red dye) of which India exported in all 
over £2,260,000 worth in 1906-7. It is most valuable 
in the manufacture of varnish and seaHng-wax, and is 
in good demand also for several other indastrias — hat- 
making, lithographic ink, certain kinds of cement, etc. 
India enjoys a monopoly of this useful product, but 
nevertheless permits foreign nations, who tax British 
manofactnred products, to remove the essential raw 
material from India entirely free of all duty. In 1906-7 
the United States took Bs. 168 lakhs worth and Germany 
Be. 59 lakhs. The United Kingdom found herself only 
able to purchase Bs. 91 lakhs worth as compared with 
Bs. 94 lakhs in the previous year. Thus do competing 
nations succeed in manufacturing an annually increas- 
ing proportion of India's raw material, and with a con- 
sequent corresponding loss of progress on the part of 
G-reat Britain. Of wool no country has a monopoly. 
There was a time when British wool and woollens were 
second to none in the world, and the British Empire 
can still manage to prodncs the raw product of as fine 
a quaUty as ever. India last year exported 46,000,000 
lb., valued at Bs. 243 lakhs, of which the United Kingdom 
secured the hon's share — Bs. 232 lakhs. 8o far so good. 
In the meanwhile foreign nations, perceiving that Eng- 
land had no monopoly of the essentials to successful 
woollen manufacture, have one and all proceeded to en- 
large and strengthen their own home demands and to 
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restrict the demand for Britain's woollen goods by im- 
posing heavy import dnties — in many cases almost pro- 
hibitive — against the manufactures of the United King- 
dom. The foUovriog are the equivalents ad valorem ; — 





PerwDt, 




pOTMnt 


United StateB 
Portugal 
RuBsU - 
Spain - 


100 to 160 
100 ,,300 
70 „ 120 
40 „ 180 


Qennany - 
Argentina ■ 
France 
Belgium - 


33 to 66 
30 „ 100 
20„66 
10 „ 18 



In face of the restrictions in the markets for British 
products, which foreign State action of the above char- 
acter brings abont, there is only one answer — if the 
Empire is not to be reduced to a mere raw material, 
laboor and capital-yielding concern for the benefit of all 
other nations — and that is a rational commercial poUcy 
that will, where necessary : (1) withhold supplies of 
raw materials to foreign competitors except on snch 
terms as may best encourage onr own development ; 
(2) restrict British demands for foreign manufactured 
products by the imposition of import duties correspond- 
ing to those by which foreigners restrict their demands 
for our manufactured goods ; and (3) encourage as far 
as possible the growth, manipulation, manufactore, sale 
and consumption of British products by British agencies 
within British territories, and for the benefit of the 
peoples of the British Empire. This can all be done 
by a scientific regulation of the first essential to wealth 
production — deuand. And it will have to be done, 
and that soon, unless the further growth of the Empire 
is to be stunted, and a aetions risk of dismemberment 
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be encouraged. There are already signa that the 
Colonies will adopt tarifFs of yearly increasing hostility 
to Q-reat Britain unless we take action to correct the 
tendency by meeting their overtures for preferential 
trade. Such a development, iu addition to, and on top 
of, the existing hostile commercial policy of the rest of 
the civilised world, can only have one result in the long 
run. And that result it is impossible for any patriotic 
British subject to regard with equanimity. 
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XV.— BRITISH INDXJSTEIE8 IN INDIA- 
NEGLECTED— IGNORED. 

What I emphatJoftlly Complain of ia t&at you tlwvt your own flesh 
ftnd blood, youi omi kith and kin, in exactly the aame cat^^ty as 
Qle foreigner. ... If I had a boy of my own, I should look after 
him before I looked after a foreign boy.— The Hon. Sib W. Ltvi, 
E.G.H.Q., Minister of Trade and Cuatoma (Australia) at the Colonial 
Conf eretue, London, 2nd May, 1907. 

What has been already said regarding the futility of 
allomDg the main currents of India's great export 
stream to flow put as, neglected and nntoached, to 
discharge portions of their volume into, and so to 
froctify and add to the indostrial wealth of, eager and 
powerfnl national rivals, applies with eqnal force — 
mutatis mutandia — to the minor currents — food pro- 
dttcts snch as barley, jawari, grain, spices, pepper, 
ginger, chillies, coffee, etc.; vegetable products like 
caoutohonc, coir, tobacco, indigo, teak, etc. ; and 
minerals sach as mica, saltpetre, coal, oil, manganese 
ore, etc. Most of these at present are, it is true, secured 
by, and for the benefit of, the British Empire ; but this 
is not the result of any carefully thought out national 
commercial policy, but rather the outcome of accidental 
conditions which our great national rivals are year by 
year slowly, but steadily and methodically, proceeding 
to correct and develop in their own interests. 
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Amongst the minor indastrieB of India — minor, tb&t 
IB, in monetary value, but nevertheless of special politi- 
cal and national importance — are fonr to which it will 
be well to give special attention. Not only are they of 
peculiar interest to consmuers in the United Kingdom, 
but they have attracted British labour and British 
capital to the East in a way that it might he imagined 
would stimulate the enthusiasm and sympathy of the 
people of Britain. Yet, strangely enough, so paiutolly 
apathetic has the Mother Itand become to the welfare 
of her own children in India, that she not only declines 
to recognise their existence by any special act of kind- 
ness or consideration, but, blinded by her worship of on 
economic dogma of cheapuess altogether unworthy in 
one so great, she actually selects the indnstries of two 
of these particular children for home taxation of a par- 
ticularly crushing and imfair character I I refer, of 
course, to tea and tobacco. Coffee and indigo are the 
other two unfortunates. 

Coffee cultivation was first developed on a large scale 
in Lidia (chiefly in Mysore, Coorg and Travancore) 
about forty years ago. The product was of excellent 
quality and in strong demand in Europe. Exports 
reached a climax in 1905-6 when 360,182 cwt., valued 
at over £1,170,000, were shipped out of India. For 
some years past, however, the industry has been seriously 
checked by the production of vast supplies of cheap 
coffee in the Brazils, which caused prices to fall by quite 
one-half. At the present day the United Kingdom im- 
poses a duty of l^d. per lb. on coffee, levied indiscrimin- 
ately on the British as well as the foreign product 
Seeing that England buys from France, Germany and 
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Holland as well as from Soath America, it might be 
imagined that when she fonnd her Indian prodnct grown 
by her own children being jeopardised by vast supplies 
of inferior coffee raised in foreign tropical territories, 
economic and political considerations, to make no men- 
tion of a aentimental regard for the welfare of her own 
offspring, woold have decided her to reduce or abolish 
the l^d. per lb. on the British-grown product. Sach was 
not done, however, and the Indian coffee industry was 
forced to swallow its discomfiture, and acquiesce in its 
partial extinction with the best grace it could show. As 
though this were not sufficient, a few years ago France 
suddenly and unexpectedly threatened a new tariff rate 
that wonld have killed India's coffee trade with her 
altogether. Luckily in Sir Edward Law and Lord Cur- 
zon the Empire possessed statesmen with an Imperial 
outlook, and an arrangement was concluded in February, 
1903, that saved India for the time being. Indian coffee, 
however, still finds it most difficult to stand against 
inferior South American products. How long will it be 
before Great Britain is able to perceive that the in- 
terests of her own kith and kin in India are more to her 
in this matter than the welfare of Brazihan and other 
foreign coffee-planters? 

The position of indigo is very striking. As in the 
case of calico, the importation of which into England 
was once prohibited in the intereats of the Lancashire 
weaving industry, so, too, with indigo. The success of 
the dye shipped from Burst was once so great that in 
the seventeenth century most European countries passed 
edicts against its importation which then threatened the 
ruin of the woad growers and merchants of Germany, 
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France and England. The tables are dow so completel7 
tamed that we are face to face with the spectacle of 
India's indigo induBtry threatened with min, owing to 
the competition of the synthetic dye evolved by the 
chemists of Germany ! For the ten years ending 1899- ' 
1900 an average of 2,000 square miles were given up to 
the cnltivation of indigo, and in Bengal the crop was 
largely raised by British plantera The business reached 
a climax in 1895-96 when 187,337 cvrt., valued at 
£3,569,740, were exported from India. From this time, 
when artificial indigo Wfu competing keenly with the 
natural product, the trade has be^ slowly Idlled, till in 
1905-6 only £390,000 worth was exported (of which, it 
may he mentioned, Egypt was the chief purchaser). 
Hopes of saving the industry by new methods, new seed, 
etc., are still entertained, but the obvious means of bridg- 
ing over the period of transition continue to be ignored. 
Sir Edward Law has clearly indicated those means 
in Paragraph 73 of his minute to the Government of 
India's preferential tariff despatch of 22nd October, 1903 : 
"If," wrote India's late Finance Minister, "in accord- 
ance with the general foreign system of tariffs, the United 
Kingdom were to impose a reasonable duty on synthetic 
indigo, as a chemical compound, whilst admitting natural 
indigo free, as a raw material, the dif&culties of our 
indigo planters would disappear as by magic. And 
this u perhapi not too mueh to expeet, the competUion 
between the two articles being so olose that the manufacturer 
could not appreciably suffer by th» eaxi/uaiim of one or the 
other." Alas, these wise words have so far fallen on 
deaf ears. 
Tobacco has flourished to a small degree is India ever 
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since ite introdactioQ by the Poitugneae at the beginning 
of the seventeenth oentory. In spite of the drawbacka 
to the habit, the world's demand fot, and consniuption 
of, tobacco is yearly increudng, and over 1,700 square 
miles are now onder tobacco cultivation in India alone 
— mostly in Bengal. The Indian trade, until checked by 
recent competition from America, has done fairly well, 
and the manufacture of raw tobacco in India holds out 
great promise, if only a rational commercial pohcy be sub- 
stituted for the present slipshod and unscientific British 
tarift Great Britain imported over 100,000,000 lb. of 
nnmanufactoxed tobacco in 1904 and over 83,000,000 lb. 
in 1905. Practically the whole of this was purchased 
from foreign suppliers, although India could have sup- 
plied at least 12,000,000 lb. in each of those years. 
India's exports in 190&-7 were 20-9 million lb. of raw 
and 1'3 million lb. of mannfactuzed tobacco, valued at 
Bs. 20'S and Bs. ID'S lakhs respectively. Most of the 
raw material went to the Straits, Aden, China and Hol- 
land, whilst the Straits, the United Kingdom and Gib- 
raltar were the chief pnrchasers ot Indian cigars. Great 
Britain imposes a tax of 3s. per lb. on raw, and 3s. lOd. 
per lb. on manufactured tobacco. Singularly enough 
this difference of lOd. between the duty charged on the 
raw material and that on the manufactured • product is 
exactly in accordance with the fiscal policies of all our 
greatest competitors ; but it is a strange spectacle in 
the midst of Britain's free trade customs tariff. Its 
effect in actual practice is to enable British capitaUsts to 
erect factories in England for the manufacture of tobacco 
(thus employing British labour, and adding to British 
wealth); and it is indeed at once the source and ex- 
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planation of Great Britain's existing tobacco industry ! ' 
Another and far less gratifying result of the home- 
land's present tobacco tariff ia the fact that as the duty 
is charged at so much per pound, irrespective of the 
valne of the tobacco, India's leaf, which is of compara- 
tively tow value, is handicapped by a far heavier duty ad 
valorem than any of the high-priced American tobacctffi, 
and with the result that Indian raw tobacco is practi^ 
cally prohibited from the United Kingdom ! Thus does 
Great Britain's present fiscal policy discriminate in 
effect in favonr of America, and against British tobacco 
interests in India. Were an ad valorem rate of duty sub- 
stituted in Great Britain for the present primitive and 
unsatisfactory system, India tobacco-growing would 
receive a marked encouragement. As it is, Britain 
practically shuts out the product of British industry and 
at the same time welcomes German and Dutch produce 
grown by sweated labour in the free-silver islands of the 
Malay Archipelago. 

The facts concerning the tea industry are so well 
known that it is unnecessary to repeat them at length. 
The United Kingdom imports annually from 308,000,000 
to 312,000,000 lb., of which about 270,000,000 lb. (or 6-18 
lb. per head of popnlation) ore for home consmnption. 
Most of this is now procured from India and Ceyion, 
but still China and Holland {i.e., Java) supply some 
80,000,000 lb. to 40,000,000 lb. every year, a lai^e 
portion of which might be diverted to British channels 

' In ezaotly the bmiw way tbe differeooe between the import duty 
in the United Kingdom on rawooo(M(ld.)(uid that on monufaotuied 
oocoa (2d.) ia the meuiB by which a flourlBhing chooolate indiutr;^ 
ia Tet«ined in I^gUnd. 
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by » rational policy operating tbroogh the agency of 
retail prices and a scientific tariff. India exported in 
1906-7 no less than 2,337,000,000 lb. valued at over 
£6,576,000 — aJmoat enongh, without the wsiatance of 
Ceylon even, to satisfy the whole of the home demand. 
The United Kingdom, however, purchased only 75 per 
cent, of India's product, the balance flowii^ in the 
following directions ; — 

Oanada - - 14,491,000 lb. I Bussia - - 13,761,000 lb. 

Auatnlia ~ 9,499,000 „ Ohina - ■ 4,820,000 „ 

OeyloQ - - 4,825,000 „ Turkey (Aaktio) 3, 101,000 „ 

Otber Countries 5,244,000 „ ' United States 1,7^,000 „ 

This may be regarded as very satisfactory as far as it 
goes ; but, all things considered, it does not go nearly 
far enongh. Granting the suitability of India for tea 
cultivation and manafacture, recognising the industry 
to be one that employs large quantities of British labour 
(coloured and white well over half a million in all) and 
British capital (£14,540,875 joint-stock capital plus 
large sums of private capital^ and that is therefore a 
source of economic and political strength to India and 
the Empire as a whole, a wise Imperial policy would 
encourage its rapid development by all means in our 
power. Instead of which not only Aoea the mother land 
check consumption by the imposition of on ontrageonsly 
heavy duty (on the "poor man's food," too, for no 
beverage is more widely popular amongst the bulk of 
the population of the United Kingdom than tea), bnt, 
having no means of influencing the commercial policies 
of other nations, she is forced to acquiesce in demand, 
being further restricted by the scientific commercial 
tariffs of those same nations, one of whom, Bussia, with 
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a 300 per cent dnty, seems anxioas to prohibit the sole 
of Indian tea altogether in Bassian territorieB. The 
recent reduction of Great Britain's duty to 5d. per lb., 
tardy as it wa.s, gave considerable satisfaction in India, 
and at once revived a rather despondent, industry. 
This- policy, however, needs to be carried much farther. 
The most elementary business considerations (to make 
no mention of a sentimental preference for a straggling 
British industry, or a political recognition of the value 
of white planters in a comer of India rather inclined 
to anrest, or a general statesmanlike foresight and ap- 
preciation of the advantages of developing rather than 
checking the growth of British industry) — all these 
considerations demand that Britain's present heavy 
duty on British-grown teas should, be reduced to, at the 
most, 2d., or, preferably, abolished altogether. There is 
not the slightest difficulty in finding sonrces of revenue 
that, equally fmitfol, will bear less heavily and less 
directly on both British producers and British cousamers. 
Sufficient has now been written to fully confirm Sir 
William Lyne's emphatic complaint at the head of this 
chapter. Great Britain's present fiscal policy makes no 
distinction whatever between her own kith and kin and 
the children of foreign national rivals whose prt^ess 
and strength in the future must of necessity involve 
dangers to the British Empire. True and deplorable as 
this is of the tea and coffee, tobacco and indigo indnstries 
of India, it is eqnally true and ten times more significant 
in respect of the expanding populations of Canada and 
Australia. Those populations in the course of the 
next few years will exceed the population of the 
United Kingdom. Are we going to make an effort to 
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bind these expanding colonial nations to as by a Bys- 
tem of mntaal preference for each other's prodnctB, 
or shall we tell onr own children : Qo your own way, 
do as yoa please, make preferential trade agreements 
with foreign nations if yon will, but don't expect ns to 
make any such arrangements with yon ? 
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XVI.— INDIA'S BALANOK OP TKADB : ITS 
STBBNGTH. ; 

The risk to India from foreign hootile tarib whioh I hftve alvays 
maintained to be small, lias in recent jrears been reduoed by an im- 
provement in the situation as regards exchange. . . . Thd gold 
reMrre fund has reached very high important proportions, and if it 
be not tampered with, but allowed to increaaa automatioaJly, the 
Indian podtdon as regaids stability of exchange is immensely im- 
proved. — Sib EIdwxbd Law's tetter of 14th August, 1907, to the 
Maneheiter Courier. 

SnF?IotBKT haa now been written clearly to indicate 
the methodB and principles by which the great carrentB 
of India's export and import trade might, if necessary, 
be ntilised to bring about results other than, and in 
addition to, the varioos profits which the manipulation 
of that trade yields to the individuals inunediately con- 
cerned therein. The next point we have to consider is 
— Would the treatment of the currents in the ways 
suggested involve a risk of our so checking or deflecting 
the streams as to jeopardise the advantages which their 
flow already affords OS? "If," wrote Sir Edward Law 
in paragraph 138 of his Preferential Trade Minute of 
31st August, 1903, "India's export trade with foreign 
countries were in any way seriously prejudiced, we 
should run a very grave riijt of disturbing the balance 
of trade, now strongly in our favour, and we might find 
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oursalvee once moie plaaged into the deep sea of troable 
arising from a depreciation of the exchange value of oar 
rapee cnrrency." This, then, is the poBsibility we have 
now to consider. 

In the coarse of oar examination of the great export 
and import streams of India's external trade, we have 
likened the machinery of a scientific tariff to the 
mechanical devices whereby the engineer utihses the 
carrent of a great river. The simile will be fonnd to 
be thoroaghly soond even in the smallest details. In 
coDstracting the water-works — irrigational and power- 
transmitting — that have reflected world-wide fame on 
the engineers of India and America, the brains that 
devised them of necessity weighed the possible results 
of the varioas projects on the flow of the rivers whose 
corrents it was proposed to employ. Needless to add, 
the canals of Sind and the Ponjab have not exhausted 
the Indas, nor have the electrical-power works of 
Baflalo and Ontario stopped the flow of Niagara. Such 
things might have happened, however, and it was only 
pradent therefore for the engineers to include these 
possibilities in their consideratioi^ At the same time, 
the architect who produced a fiasco of this character 
would leave but a poor repatation behind him ; and had 
the conmiercial policies of President McKinley aod 
Prince Bismarck brought the United States and the Ger- 
man Empire to ruin and desolation, we should hear very 
little at the present day about the advantages of Tariff 
Beform or of Preferential Trade for the British Empire. 

Four years ago, when the government of India 
penned its celebrated Preferential Trade Despatch, cir- 
cumstances were somewhat different from those with 
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wbich we are dow face to face, and the risk of checking 
India's exports by tariff legislation was a possibility 
upon which the Government of India placed consider- 
able emphasis. 

" India is a debtor country " . . . so wrote the Indian 
GoTemment in 1903. ..." Her net obUgations are 
approximately £16,000,000 sterling per annum. The 
major part of this great charge is payable in a currency 
different from that in which her revenues are collected. 
The only means consistent with national solvency of 
discharging this obligation lies in the preservation of an 
equivalent excess of exports over imports ; in other 
words, in maintaining a sufficiently favourable balance 
of trade. It is, therefore, a vital object with as to 
stimulate onr exports by every means in our power, to 
seek new markets and develop old ones, and to remove 
all obstacles which stand in the way of growing ex- 
ternal demand. If then, notwithstanding the safe- 
guards which we possess, we should unhappily be 
drawn into tariff wars with powerful countries, it can- 
not be doubted that, whichever way the ultimate victory 
might incline, our export trade would for the time 
being be injuriously affected. Such a result would be 
fraught with the gravest consequences. By ten years 
of effort, sacrifice and perseverance, we have slowly 
built ap a fair measure of public confidence in the 
stability of our finance. Exchange has been steadied ; 
our credit is good and improving ; oui rupee securities 
are rising in relative value in the London market ; and 
we have created the nucleus of a reserve of gold. But 
if by a change of fiscal policy the balance of trade in 
our favour should dwindle or disappear, the whole work 
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of ten yeaxB would be Bacrificod ; and the set-back to 
our trade, oar revenaes, and oai credit woold immensely 
ontweigh any benefits that we might reasonably expect 
from the most nncooditioaal aarrendei of oar opponeots 
in the war of tariffs." 

Of the general accuracy of the assertion that no 
debtor nation can pay its debts unless it possesses the 
meaoB, there can be no question. Of the truth of the 
proposition that in the case of India the best means of 
meeting her gold liabilities is by a sale of her surplus 
products rather than by an export of her precious 
metala, there can also be no possible doubt. At the 
same time in laying sach great emphasis on a succession 
of possibilities, each one of which is open to a consider- 
able difference of opinion, there is ro(mi for a belief that 
the Government of India adopted an attitode of excessive 
caution hardly consistent with that strength and dignity 
which attach to an Empire of the wealth and power of 
Great and Greater Britain. If India became involved 
in a tariff war, and if that war injuriously affected the 
volume of her exports, if in consequence the present 
favourable balance of trade dwindled or disappeared, and 
if a change in the balance of trade, as shown by official 
statistics, meant an inability to meet her liabilities to 
Great Britain, even if all these hypotheses be regarded 
as probabilities, convertible into a succession of cer- 
tainties, should India venture to adopt the same policy 
towards Germany or America as those countries have 
already adopted towards India, then the least, and the 
utmost, India could do, would be to inquire of the 
mother land if she considered the game worth the 
candle ; nothing more. Seeing, however, that no 
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conntry's official statistics are a reliable indicatioii of 
the balance of the country's foreign trade, seeing that 
the accounts of the GoTemment of India are no excep- 
tion to the mle, seeing that India has already been en- 
gaged in one or two little tariff " wars," and, so far from 
suffering, has always scored, and seeing more particolarly 
that India's yearly increasing exports consist largely of 
raw materials of which either she commands a monopoly 
or can prodnce so cheaply and in snch profusion as to 
always find nmrkets in temperate zones, taking all these 
facts into consideration, there are good reasons for care- 
f nlly re-examining the whole position, the more especially 
as we have certain new material of a most important 
character at our disposal which the Government of India 
of necessity lacked in 1903. 

First, a word regarding balances of trade generally. 
The theory is that international balances are ultimately 
adjusted by transfers of currency, specie, or bullion ; 
that these transfers afFect the general level of prices; 
that prices in a country losing the precious metals fall ; 
that other countries accordingly check their despatches 
of goods for sale in a country where prices are low ; that 
the adverse balance of trade in snch a country is thus 
corrected. With an inflow of precious metals a rise in 
prices follows : this attracts imports and checks exports : 
again the balance of trade is corrected ; and so on. The 
theory is a very subtle one and reflects great credit on 
the economists who have expounded it. At the same 
time, there are so many exports and imports of which 
official statistics take no account, so nuuiy influences at 
work other than those that find expression in the 
Customs Betums, that it is extremely difficult if not 



b, Google 



INDIA AND THE EMPIRE 



impossible in practice, to draw definite inferencee from 
the BtatisticB of international trade. For example, the fol- 
lowing figores are sosceptihle of varions explanations : — 





Total 


Total 
Import. 


Balanoe 
of Trade. 


The United Eii^om 
France - 
Germany - 
The United States - 
Ruwi» - - - 


£376 
201 
306 
36B 
110 


£623 
209 
392 
276 
81 


Very adverse. 
Slightly adyene. 

Farouiable. 
Very faTourkble. 



As A matter of fact, movements of bollion do not in 
any way correspond with the balances revealed above. 
Bnsaia is not receiving £50,000,000 a year in gold, 
nor is Qreat Britain exporting 240 odd millionB of 
sovereigns per annnm. Nor are prices in England 
steadily falling and those in Bnsaia and the United States 
steadily rising. Alt which being so, we are fally pre- 
pared to find some peculiarities in India's balance of trade. 
Here are the official figures for the last five years : — 



Yea™. 


Balance of trade 


Against the BaUnoe or Trade. 1 


Qovt trail uctiotu 
Inolnded 
(Millions). 


Seoietary of 
State drew 
(Miliiaiu). 


Private im- 
ports of gold 
Tnd rilver 

(tmiioDB). 


Total 

{MilliOMl. 


1902-3 
1903-4 
1904-5 
1906-6 
1906-7 


£29 
39 
34 
31 
41 


£18 
24 
24 
22 
33 


£11 
17 
16 
11 
26 


£29 
41 
40 
43 
59 


Total, £174 ToW, £212 
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From this it appe&ra that during the last five (indeed, 
foTir) years India has received in precions metals and in 
Briti^ services, etc., £38,000,000 more than her due, 
jadging from the above official returns of the balances 
of her trade. This calla for explanations which, how- 
ever, it is not proposed here to attempt It may be 
mentioned in passing, that the records of India's ex- 
ternal land trade are well known to be far from com- 
plete, and that the records of the sea-borne trade omit 
(1) all trade between ports in Native States on the West 
Coast of India, Persia, Arabia, etc. ; (2) all exports of 
pearls from Bombay by letter post ; and (S) all exports 
and imports from and to the French and Portagaese 
settlements. Further, the Gastoma Betnms make no 
effort to record transfers of capital or of profits to or 
from India. 

These matters are only mentioned to show that the 
margins indicated by the official statistics of India's 
balance of trade most on no account be taken as posi- 
tive or exact measoree of India's proximity to corrency 
disaster and financial ruin. There are other margins 
which, though unrecorded by Government, are never- 
theless quite tangible and real. And in the last resource, 
the matter being one between Great Britain and her 
chief dependency, there is British financial skill, credit, 
and determination — sheet-anchors that will assnredly 
easily hold the Indian ship in a last emergency. As it 
happens, however, there is not the least likelihood of 
any desperate remedies of this character being necessary. 
Indeed, there is not the least hkelihood of the majestic 
outflow of India's great export current ever being 
checked or perceptibly interrupted, no matter what 
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thteats foreign States may emit, or what weirs and 
dams oar titnid imaginations may throw across the 
flowing flood. First of all, nearly 40 per cent, of oar 
exports (jate, jate goods, opiam, til seed, lac, teak, myra- 
bollams, etc.) axe materials of which India enjoys a 
practical monopoly. For foreign nations to check their 
pnrchases of these prodacts woold spell rain to some of 
their own indastries. Another 40 per cent, (cotton, 
rice, hides and skins, tea and wheat) flows mostly 
either to other parts of the British Empire or to 
coantries with whom we are not in the least likely to 
quarrel, and there is consegaently no risk of serioas 
diversion ao f ar as this proportion is concerned. The 
remaining 10 pet cent, of the current is made ap of 
dozens of tropical prodacts of a special character and of 
exceptional cheapness. "Wherever they may he offered 
they are quite sore to find a strong demand. Many of 
them are already secared by British buyers or by non< 
competing foreign nations, and we can rest assored, 
therefore, that this portion of oar export stream is in no 
danger. Taken altogether, then, we can see no possi- 
bility of the river being stemmed or interrupted in any 
way. Let us, however, glance at our position from 
another tupect In 1906-7 most of India's export trade 
flowed in friendly directions (the United Kingdom, 27 
per cent., China, 11 per cent., Japan, 4 per cent, 
smaller proportions to the Straits, Ceylon, Egypt, etc.), 
but about 37 per cait.— over a third of the whole — 
found its way to nations whose tariffs, so far as manu- 
factnred products are concerned, are hostile to British 
interests. Thus : — 



b, Google 



□TDU'S BALANOE OF TRADE 136 

Oermsay purohued - 11 '0 per cent. 

The Unitod Stetes „ - B-O „ 

Fruioe „ 64 „ 

Belgium „ - 4-1 

Italy „ - 33 „ 

AuBtria-Hunguy „ • 3'3 „ 

Wbat IB India's position with regard to these particu- 
lar conntries? Sir Edward Law has admirably sum' 
marised the sitnatioo in the following words extraoted 
from his Minute of 31at Aogost, 1903 : — 

QxBiUNT. " It is nolikely that Qermany oonld profitably in her 
own Lntereats impose even moderate dutdea on conunodities received 
from India." 

UnnD Statbb. " It is unlikely that it would be in the intereata 
of the United States to institute a tariff of high dutdes on imports 
from India." 

Fbancm. "The only important aiidclea of export to France on 
which it would appear that without more or less serious prejudice 
to her own intereats she might impose high duties are coffee and 
cotton. Aa regards the former, we have recently made special and 
relatively satisfactory anvngementa : and aa regards the latter it 
ia by no means certain that French cotton iadustriea could afford 
to diapense with a cheap supply." 

BflLoitru. "It ia probable that a great part of the Indian 
produce impoTted into Belgium is in tran«t for Qennany, and 
no duties oould therefore be levied thereon without loss of the 
transit trade. Wheat trade might be speedily stopped hy a high 

Itals. " Possible that the export trade to Italy is'suoh imp<«tant 
articles as cotton, raw hides and linseed might be serioualy oheoked 
by tariff discrimination against Indian produce." 

AusTBiA-HciraABT. " Situation in many respects doubtful" 

From the above it would appear that a small percent- 
age — five or six per cent. — of India's exports might be 
hable to some iujiiry by hostile tarifEa od the part of 
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Belgium, It&ly and Aastria-Hungary. As India importa 
more from AoBtria-Hntigary than ehe exports to that 
country, and ae these imports are all mannfactored com- 
modities, it can be taken for granted that India is gaite 
safe in that direction. Belgium and Italy alone remain. 
Belgimn sells to the United Kingdom £28,000,000 worth 
of goods each year, and takes in retorn £14,000,000 
worth of British goods. Obviously there is no occasion 
for anxiety on the part of the British Empire so far as 
Belgiom is concerned. With regard to Italy — Great 
Britain's friend of centuries — the United Kingdom pnr- 
chases only £3,300,000 worth of Italian produce annu- 
ally, whilst Italy takes £9,700,000 of British goods. 
Here then is the only weak spot in cor annonr. The 
reader may be left to judge of its gravity. 

There is still another feature of the balance-of-trade 
argument a consideration of which should completely 
dispose of this branch of our subject. In 1903, when 
the Government of India discussed the matter, the 
Gold Standard Eeserve stood at between only £3,000,000 
and £4,000,000, which was admittedly altogether in- 
adequata There were reasons, therefore, that made 
the balance-of-trade argument of greater moment then 
than now when the Government have very nearly 
£14,000,000 at its back. Lord Ourzon, it will be re- 
membered, hazarded the opinion that £10,000,000 might 
be sufficient to insure the permanent stability of the 
rupee in the neighbourhood of Is. 4d. Sir £dward 
Law considered £20,000,000 an adequate reserve; 
whilst later estimates have placed the figure at one- 
half the Secretary of State's drawings for three years 
(to allow, that is, for three years' consecutive failure of 
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the rainB and coQBequent bad trade) ; this would mean 
aboat £25,000,000 to £27,000,000. Be these estimates 
low or high, the tacts remain that the Secretary of 
State last year decided to appropriate £1,000,000 sterling 
from the Eeserve to the purchase of rolling stock for 
Indian railways; that one-half of the profits on the 
manufactore of mpees were to be annnally devoted 
to railway developments in the future instead of being 
carried to the G-old Standard Beserve ; and that the 
general pubhc as a whole have acquiesced in the wisdom 
of these proceedings. In plain language, neither the 
merchants and financiers of India, nor the Secretary of 
State and his expert advisers at home, any longer feel 
any great anxiety regarding the balance of India's 
trade or the possible consequences to the currency and 
finances of India of any probable fluctuations in that 
balance. 

Our conclusions then are; (1) that desirable as it 
unquestionably is to maintain a substantial excess of 
exports over imports, especially in the case of India, too 
much reliance must not be placed on margins that may 
mislead and statistics that are incomplete ; (2) that the 
nature and volume of India's great export stream is a 
source of strength whose power under no conceivable 
combination of circnmstcLnces is hkely to be materially 
diminished ; (3) that India's favourable balance of trade 
will assuredly expand and add to India's strength in the 
future rather than contract and create anxieties and 
risks of currency and financial difficulties ; and (4) that 
in any case the present magnitude of the Gold Standard 
Beserve, which is yearly increasing, will, if wisely ad- 
ministered, thoroughly assure the stability of the rupee 



b, Google 



138 IKDIA AND THE EKtHRB 

aad saccees for the Government of India's finondal 
policy. In short, the balance-of-tr&de argument, weighty 
as it may have been four years ago, is no longer a pre- 
dominating factor in a consideration of the Indian 
Preferential Trade Problem. 
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XVn.— INDIA'S HIGHEST INTEEESTS DE- 
MAND AN IMPEBIAL TBADE POLICY. 

We all know what a haga part aentim«nt plays in this grant 
Imperi&l idM. We all recognise also that to be lasting tad per- 
manent there moat be added to it some community of material 
inteiests ; and it seems to na, so far, that Hr. Chamberlain's pro- 
posal ia the only fesoible solution. Of oourae there sre great 
diffionltiee ahead, but I feel sure that the idea of Imperial unity 
will be carried ont. It is an important matter for ua Colonista, and 
eeeiog the great vista in front of ua, I aay ve should put our best 
energies into the work. . . . We should sink all our individual 
difterenoea, and so make ready to take our part in bringing about 
that great ideaL — Db. Jakbbok, Premier of Cape Oolony, at 
QroliamBtown, 1903. 

Wb are now in a position to commence to draw to- 
gether the several conolnsions which oar examination 
of the sabject of Tariff Beform, and especially ol India's 
position in relation thereto, has brooght to light. In 
the foregoing chapters an effort has been made to deal 
with the sabject methodically, fnaiiy by a considera- 
tion of the principles nnderlying modem commercial 
State pohcies as opposed to the laisser-aller free-trade 
system of Great Britain ; next by an appUcation of those 
principles to the present and fatare trade of the United 
Kingdom. This was followed by an examination of 
Mr. Chamberlain's proposals and the probable resolts of 
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their adc^tion by the people o{ Britain on the trade of 
India. Then came a review of the great Import and 
Export cmreats of India, considered in the light of the 
theories of commerce propomided in explanation of the 
national trade policies of rival nations ; and lastly, an 
examination of the pecnliar financial and cnrreacy con- 
ditions prevaihng in India, together with the poasible 
effects upon those conditions of any change in India's 
present fiscal policy. 

So far as theory is concerned, our conclnsion with 
regard to the merits of a scientifically constmcted 
national trade policy vwtut a let thinga-take-their-own- 
coorse system of coodnctiiig trade, was that the latter 
pohcy, or, more accurately, absence of policy, had no 
more chance of snccess against the former than ignor- 
ance and neglect would have in competition with know- 
ledge and sustained application in any other department 
of human effort This elementary truth can be realised 
by an examination of the direction that industrial de- 
velopments have been taking thronghont llurope and 
America during the last thirty or forty years. Foreign 
nations, by carefully discriminating between what they 
will accept, and what they do not consider it in their 
interests to accept in exchange for their own products, 
have succeeded in building up profitable manufacturing 
industries which are now able successfully to compete 
with those of the United Kingdom. Further, by a 
carefully studied and highly scientific manipulation of • 
that first essential to all wealth creation — DEMAND— 
foreign nations are making it more and more difficult 
every year for Q'reat Britain to retain those markets for 
her manufactures upon the strength and purchasing 
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power of which the United Kingdom mainly depends 
for her oontinaed economic and political supremacy. 
Indeed, by the operation of a simple law of mechanical 
production which makes the quantity produced the chief 
factor in determining the price of the individual product, 
the time is rapidly approaching when foreign nations, 
buttressed by a home demand numerically superior to 
that enjoyed by British manufacturers, will unquestion- 
ably be able to undersell Q-reat Britain in most of those 
departments of trade wherein we have fondly hoped to 
enjoy a perpetual supremacy of cheap production. Apart 
from this coming development, the inferiority of the 
physical resources of the islands of Britain (in area, 
materials, and men) as compared vrith those of our 
greatest national rivals, make it inevitable that unless 
the resources of the whole of the British Empire be 
scientifically employed, and their development co-ordin- 
ated, unless, in short, the Empire be federated and one 
commercial policy of mutual preference adopted where- 
by British labour, British materials, British capital, 
and, above all, British markets are to some degree speci- 
ally reserved for the avowed object of stimulating British 
Imperial developments — conmiercial and political — un- 
less this pohcy be recognised and adopted, then the 
United Kingdom must inevitably find itself, in the not 
remote futore,- in a position of relative inferiority, a 
second or third rate Power, xmable to spend as much as 
its rivals upon naval and military armaments, and ex- 
posed to the risk of annihilation consequent upon a 
probable separation or dissolution of the various De- 
pendencies, Colonies and Possessions by which it is now 
surrounded and strengthened. The present Australian 
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Tariff propoaala and the Canadian "intermediate" Tariff 
of Beciprocity with France are straws that clearly show 
the direction of existing Colonial carrents. This is the 
conclosion not only of many of the greatest thinkers in 
England and the Colonies, bat also of many far-seeing 
Foreign brains. Dr. Moritz Kaamann, for example, a 
leading German economist, is convinced that England 
mnst abandon her present policy of free imports — " not 
merely constrained by the power of a single personality 
(Mr. Chamberlain), bat compelled by the working of a 
general law". Mr. M. PanUent, a leading French 
Senator, recently said ... "I am convinced that not 
only will Britain fall in with Mr. Chamberlain's scheme, 
bat that in the position she is, she cannot do otherwise ". 
So, too, Mr. Hammel, one of the shrewdest lawyers in 
America — " Mr. Chamberlain is wise in his generation. 
He is simply voicing a policy to which England most 
come in self-defence. If she does not, down she goes in 
the great commercial strife of nations." 

The position is one of very grave moment to India. 
If by any anforeseen calamity, or by a national neglect 
of those tariff precautions which so many regard as 
essential to the continaed well-being of the Empire, 
British authority shoold be checked, defeated or over- 
thrown, India would at once become the prey of the 
victorioos power or powers ; and with resolts that 
would speedily open the eyes of the people of India to 
the unprecedented liberty and generosity of British 
rule. Let there be no mistake on this point. A similar 
risk overhangs all the British Colonies who are as a 
matter of fact in a far weaker and moce defenceless 
condition than India, with its magnificent local army 
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and its namerically ovetwhelming popnlations. The 
position is quite clear to Colonial statesmen, and the 
recent conference in London witnessed the whole of the 
self-governing Colonies arging Oreat Britain to reform 
her commercial policy so as to meet the present and 
future economic and political pressure of rival powers. 
India's course is clear. Self-interest, duty, imperial in- 
stincts and patriotism all point in one and the same 
direction. India must also press upon the people of the 
United Kingdom the necessity of constructing an Im- 
perial commercial policy that will, in the words of the 
resolution passed at the Colonial Conference of May 
last, " stimulate and facilitate mutual commercial inter- 
course". . . and so ... "by promoting the develop- 
ment of the resources and industries of the several ' 
parts, strengthen the (whole) Empire". India's duty in 
this matter is peculiarly imperative, for the reason that 
outside the United Kingdom she is, in truth, by far the 
most important and influential factor in the whole 
problem. Not only do her purchasing capacities place 
in her hands powers of life and death over great in- 
dustries and millions of men and women engaged or 
connected therewith, but the pecuhar nature and 
volume of her raw products are such as to give her an 
economic strength nnequalled by that of any other 
tropical country in the world. Combining this strength 
vpith that of the United Kingdom (which purchases 
very much more from Gtermany and the United States 
than those countries buy from the United Kingdom, 
and which is in truth the largest and best market for 
all our national rivals), it becomes obvious that the 
British Bmpire possesses economic resources of such 
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orerwhelmiag power as to enable her to pursae any 
course she may find beat in her own interests, exactly 
aa all other nations do, and without the slightest re- 
gard or fear for the actions of snch nations in conse- 
quence thereof. By this it is not intended to convey 
that, having a giant's strength, we shonld forthwith 
suddenly proceed to nse it as a giant — entirely regard- 
less of the consequences. It is very necessary, however, 
that we should all clearly understand and appreciate 
our real economic position, and also the many ways in 
which that position can, in case of emergency, be turned 
to account. 

At the moment, general considerations of national 
policy and the present semi-developed condition of pub- 
lic opinion in England make it expedient that the first 
step forward in the direction of Preferential Trade 
within the Empire should be a very modest one. 
India's contribution to the great movement might, for 
the time being, be restricted to a hearty support of the 
scheme which Mr. Chamberlain placed before the 
British public in Glasgow in 1903, accompanied, how- 
ever, with a demand that the interests of the indigo and 
tobacco industries of this country shonld receive recog- 
nition therein. In practice this would mean a marked 
encouragement to the growth and manufacture of 
Bidian tea and tobacco ; a slight fillip to coffee and 
sugar ; and a certain moral support to wheat and jnte. 
The combined effect of these changes upon the trade of 
India aa a whole would be comparatively small — possibly 
hardly more perceptible than Mr. Chamberlain assured 
the people of England would be the results of the in- 
troduction of his scheme on the weekly budget of the 
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working man of the United Kingdom I This, however, 
IB exactly how a change of this far-reaching character 
shoold be inangnrated — that is to say, with as little 
distarbance and inconvenience as possible. Apart from 
the immediate results on prices, production, and con- 
smnption, the recognition of the great principle of 
mntnal aid by matoal preference for each other's pro- 
ducts, would unquestionably electrify the Tariff Re- 
formers of Great and Greater Britain, and would have 
a profound effect upon the commercial poUcies of the 
whole civilised world. It would everywhere he seen 
that the British Empire as a whole had at last made 
up its mind to use ita united strength, intelligently and 
methodically for the protection of Britain's work-people 
and manufacturers, and for the fartherance of imperial 
British interests throughout the globe. The acquisition 
of economic and pohtical power involved in the froition 
of such a policy would add greatly to the security of 
the Empire, and of every member of the Empire. 
India at present being the richest and most populons of 
Britain's Dependencies, has the greatest risk at stake 
and the most to gain by the continued growth, health, 
and strength of the Empire as a whole. India should 
therefore be the first to give its support to an imperial 
commercial policy calculated to bring about so desirable 
a result. 

In the meantime, if mutual aid by means of mutual 
preference be a sound principle on which to bnild em- 
pires, is it not egnally sound when applied to the com- 
ponent parts of which empires are constracted ? India 
may perhaps well employ the time that must elapse 
before Tariff Beform finds general acceptance in the 
10 
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Uoited Kingdom, in conaidering how far her own local 
interests, more particolarly her indostiial development, 
would be Ukely to benefit by a local application of these 
same principles. Here we have the subject of onr next 
and last inquiry. 
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VATION OP DEMAND. 

It oumot well ba a mere acoident that the deBtiniea of this 
oounbif (India) have been entrusted to the guidance of a nation 
whose ohaiaateristio strength ia opposed to all oui weakneaaea i whose 
enterprise, ohie&y in oommeroe and manufactures, knowa no bounds ; 
wboM oapital oreiflows the woild ; among whom contract has largely 
superseded status, and competition and oo-opention play a pre- 
dominant part ; and whose powers of organisation have never been 
surposaed. . . . We hare to work against great odds, but we have 
natural aptitades, undeveloped but unlimited resouioes, peace and 
order, the whole world open to ua, and marrellous situation aa the 
emporium of all Asia— these prioeleM advantages wellHeaiuesuoceBa, 
if we endeavour to deserve it by striving for it. — The late M^ 
JvsnoB Ranadi, O.I.E., at Poena, 1892 and 1893. 

Whateyeb ideals we may hold with regard to the fatnre 
of India, the first fact to be faced is, that withoat the 
eurplases yielded by snccessfol trade, uo material ad- 
vance — individn&l or national, social or political — is 
practicable. If, then, we desixe to carry forward the 
march of progress and civilisation in India — and our 
presence in the East at the begimiinf^ of the twentieth 
century implies such a motive — 'One of our first efforts 
must be to stimulate commercial developments in every 
practical way. Admitting this duty, and proceeding 
147 10 • 
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forthwith to devise means and methods of carrying it 
into effect, we are qoickly in mght of a possible conipli- 
cation, vit., the probability of a clash of interrats between 
the prodocers and niannfactiirera of Great Britain and 
those of her chief Dependency. How to meet and over- 
come this complication is the crox of the problem of 
Preferential Trade so far as the local interests of India 
are concerned. 

Half a centnry ago, when many great thinkers took 
it for granted that the British Colonies were incom- 
braaces that only meant expense and tronble to the 
mother land to be followed in the end by certaia separa- 
tion, it was considered a wise policy to hasten this 
inevitable development. Cobden himself was of opinion 
that ..." the Colonial system ' with all its dazzling 
appeals to the passions of the people, conld never be 
got rid of except by the indirect process of Free Trade 
which would gradually and imperceptibly loosen the 
bonda which united the Colonies to as by a mistaken 
notion of self-interest ". . . . Fiscal freedom was granted 
accordingly. As to the consequences of this step, there 
can be no doubt that Cobden was right. It was in his 
premises that he exhibited a lack of foresight. Lord 
Beaconafield (then Mr. DisraeH) took quite another 
view, a troly imperial aspect, and worthy of the greatest 
Imperialist of the age. He condemned this granting 
of fiscal independence for the specific reason that it 
was calculated to bring aboat that identical dismption 
which Cobden and his short-sighted supporters were 
so anxions to expedite. All the world now recognises 
that Britain's Colonies and Dependencies will be the 
chief source of her strength in the near futore; and 
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there are few bat will agree with Lord Beaconsfield'a 
coDclaaion that the intereste of Britain would have 
been better served had the Colonies been bonnd in 
the first instance to conatroct their tari& with some 
consideration for the commercial interests of the United 
Kingdom. For the time being, at any rate, those in- 
terests nnqaestionably predominate ; and ready and 
hearty recognition of this indispntable fact is one of 
the first steps on the way to a statesnx&nlike solution 
of the great problem before ua Jost as one of the 
functions of reUgion is to secore the willing sacrifice 
of individnal interests in the interests of the race as 
a whole (snch sacrifices would never be made by reason- 
ing beings without the aid of an nltra-rational stimulus), 
30, too, imperial patriotism most decide us to forego, 
where circumstances demand it, some portion of the 
advantages that individual sections of the Empire might 
enjoy were they to pursue a commercial policy wholly 
independent and regardless of the local conditions and 
needs of the mother land — in truth the heart and brain 
of the whole organisation. Qreat Britain's self-govern- 
ing Colonies will surely come to recognise this great 
asiom before long, perhaps voluntarily: more likely, 
by aid of the coming reaUsation of the principles of 
Preferential Trade. In the meantime, India, with her 
magnificent traditions and vast economic strength, can 
if necessary very appropriately lead the way. 

As a matter of fact a careful examination of the whole 
position with regard to India reveals the fact there is 
not the least hkehhood of any serious sacrifice of interests 
being necessary on either aide, either by India or Great 
Britain. A few years ago the late Mr. Justice Mahadev 
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Oovind Baoode delivered a SQCceBBioo of leotmes in 
Poona showing cODcli^vely how atlerly hollow and 
inapplicable were many of the snppoaed axioms oi 
orthodox Western pohtioal economy when applied to 
Eastern conditions. Nobody who desires to understand 
these matters, shonld omit to study Mr. Banade's en- 
lightening Etsayt on Indian Eoonomiea.^ With regard to 
current Indian conditions, that great mind pointed out 
that although , . . "the aptitudes of climate and soil 
faciUtate the production of raw materials, and labour 
is both cheap and plentiful "... still ..." labour ia 
unsteady, nnthrifty and unskilled; capital is scarce, 
immobile and unenterprising ; co-operation on a large 
I scale of either capital or labour is unknown. The 
characteristics of social Ufe are the prevalence of Status 
over Contract, of Combination over Competition. Our 
habits of mind are conservative to a fault. Agriculture 
is the chief support of nearly the whole population, and 
this agriculture is carried on under conditions of \m- 
certain rainfall. Commerce and manufactores on a 
large scale are but recent importations, and all industry 
is carried on on the system of petty farming, retail 
dealing, and job-working by poor people on borrowed 
capital procured at most exorbitant rates of interest. . . . 
The desire for (wealth) accumulation is very weak, peace 
and security having been almost unknown over large 
areas for any length of time till within the last century. 
Our laws and institutions favour a low standard of life 
and encourage the sub-division and not the concentra- 
1 tion of wealth. Our religions ideals of life condemn the 
ardent pursuit of wealth as a mistake to be avoided as 
' Publislied by O. A. Natesan & Co., Blttdru, price Bs. 2. 
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far as possible. Stagnation and dependence, depression 
and poverty, these are written in broad characters on 
the face of the land and its people," etc., etc. All 
which means, that even were the devices that are 
ntiliaed to stimnlate commercial developments amongst 
Western peoples applied to India, the results would he 
comparatively slight, and the progress extremely slow. 
If then we shonld decide to call in State-aid to enconrage 
the treatment and manafactare of some of the raw 
products which an uncertain rainfall enables a struggling 
peasantry to produce in India, it would be as ridiculoas 
as it would be ungenerous and undignified for the 
wealthy and expert manufacturers of England to step 
in and, relying upon a set of economic doctrines that 
have not the least application to the case, claim that 
their interests demanded that the sacred principles of ' 
Free Trade must not be violated in order to encourage 
Indian manufactures. 

The true position is this: India's social conditions 
.render it quite impossible for her to make industrial 
progress at anything like the pace to which we have 
been accustomed in the West, even were she allowed to 
impose an Import Tariff of the Canadian or Australian 
type against the mother land. On the other hand, 
England's overwhelming economic superiority as com- 
pared to the manufacturing poteutiahties of India in 
the near future, render her position sufficiently secure 
to enable her to be handsomely generous as regard 
tariff developments in her chief Dependency. And this 
generosity will no doubt find the widest possible opera- 
tion when it is more fully realised at home how very 
important a part the products and peoples of India can 
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play in Beoaring for the manafactiirera of Great Britain 
greater detnands for their products in the foreign 
markets of the world by the operation of a policy of 
Imperial Preferential Trade as outlined in the previons 
chapters. This being ao, we can proceed forthwith to 
consider how India's interests can best be advanced by 
a scientific, commercial State policy. And in doing 
so, we shall assume in the people of England the exist- 
ence of a spirit of give-and-take proportionate to the 
magnitude of the part that India can play in forward- 
ing the interests of Great Britain's manufacturing 
industries. 

India, as we have seen, is really extraordinarily rich in 
materials and manual labour. Demand it enjoys to a 
moderate degree, whilst in working capital it is unfor- 
tunately very poor. Government are doing something 
to encourage the growth, development, and utility of 
India's materials, labour and capital. Only in respect 
of DEMAND, the key and mainspring of all wealth pro- 
duction, is Government's action deficient in application 
and lacking in purpose. It is the scientific and methodi- 
cal cultivation of this first essentiai to commercial pro- 
gress that we, whose hearts are with India, must now 
urge with all the strength at our disposal. To create, 
develop and expand the jmuMm for Indian products, 
and for the products of Indian labour and brains, 
Indian skill and industry, Indian capital and resources, 
that is the problem before as. And that is exactly 
what a policy of Preferential Trade for India can 
achieve. 

Demand, as we have aheady seen, can be classified 
under three headings — Home Demand, British Demand 
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and Foreign Demand. Let ns take the laat first. If 
we examine the Foreign demand for India's prodncts ob 
reflected in last year's export returns, we find it to he 
distributed chiefly as follows (its intensity can be real- 
ised by the percentage of India's total exports which 
each coontry purchased in 1906-7) : — 



Oermany - 


- 11 -0 per cent. 


France 


6'4 per cent. 


China. 


- 10-9 „ 


Belgium - - 


41 „ 


United Statea 


- 9« 


Italy - 


33 „ 


Japan 


• *1 


Anstria-Hungaij 


3-3 



China may be omitted from onr consideration as oar 
business relations are already governed by special treaty ; 
moreover, China imposes no onpleasant restrictions on 
her demands for Indian goods. With regard to the 
other nations, an examination of their various import 
tariffs reveals the fact that whilst practically all countries 
are willing to accept India's raw prodncta free of dnty, 
one and all restrict their demands for India's manu- : 
factored commodities. Even if the amonnt of Indian 
labour and capital employed be only safficiest to con- 
vert, say, jnte cloth into a jute bag, foreign nations so 
restrict their demand for bags as to prevent that little 
labour and capital being employed (and consequently 
the profit and benefit being secured) in India. As Sir 
Edward Law recently pointed oot in the Manchester 
Coarivr, the result of this state of afifairs is highly 
prejudicial to the development of Indian indnstriea 
..." It is not in the interest of protective countries 
that Indian manufacturing industry should develop ; 
it suits such countries better to confine the population 
of India to the position of hewers of wood and drawers 
of water to foreign manufacturers. " Everybody will 
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agree with India's late Finance Miniater that it is . . . 
"imperative that eerioos efforts should be made to 
change this sitoation in the interests of India's nascent 
industries which, with fair opportunity, are susceptible 
of immense development to the great advantage of 
the Indian peoples ". A beginning could possibly be 
made with jute — a commodity in which India enjoys 
a practical monopoly, and the manufacture of which 
forms at present one of India's chief industries. 
Germany, the United States, France and Austria- 
Hungary all deliberately restrict their demands for 
Indian jute manufactures by the imposition of an 
import duty equivalent to one-fifth of the value of the 
goods. This policy might be met either by an " export " 
duty on raw jute or other essential raw products they 
particularly require (such as oil-seeds) or by an " im- 
port" duty on manufactured goods for which they are 
desiroos of finding a market in India — such as sugar and 
glassware in the case of Austria-Hungary; wines and 
spirits in the case of France; the oil, cigarettes and 
cotton goods of the United States ; and the hardware, 
cutlery, cotton and woollen goods of Germany. Such 
import duties would have the further effect of assisting 
both India and Great Britain's trade in these commod- 
ities. The same policy could be inaugurated for the 
benefit of Indian rice, Indian cotton and silk goods, hides 
and skins, tea, lac, wool, coffee, saltpetre and tobacco, 
the demand for which is deliberately checked by one or 
other of the principal nations of Europe and America 
generally with the special object of handicapping 
India's progress. Even where these goods are taxed 
by foreign nations only for revenue purposes, the 
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practical result to India is very much the same : de- 
mand is restricted and progress checked. The diminn- 
tioD or removal of such restrictions to India's commercial 
expansion should be one of the first considerations of 
G-overnment. 

Coming now to the question of the enlargement of 
British demands for Indian goods, the principle of Fre< 
ferential Trade is fully recognised by Canada, Australia, 
New Zealand and South Africa. There is no difficulty 
therefore (beyond that which a section of the less in- 
formed people of England may raise) in arranging with 
those portions of the Empire for the largest possible 
demand for India's products. Australia and Canada 
have, it is believed, already made overtures, and it is 
for India now to respond. So far as the United King- 
dom itself is concerned, as matters stand at present, tea, 
sugar, coffee and tobacco are the only Indian products 
that Great Britain taxes. The taxation, however, is so 
exceedingly heavy, especially in the case of tobacco and 
tea, that demand is unquestionably restricted and Indian 
interests accordingly suffer. A wise commercial policy 
will provide for the shifting of this altogether gra- 
tuitous and unnecessary burden from British to foreign 
shoulders. Admitting the necessity for raising revenues 
for the purposes of Government, Great Britain onght 
rather to tax mannfactored products made by foreign 
labour and capital rather than Indian products, just as 
foreign nations at present tax manufactured articles 
made by British labour and British capital. Even as- 
snming such taxation fell on the British consumer, its 
incidence would be no different from that of the current 
import duties on Indian tea and coffee, sugar and 
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tobacco, whilst the demand fot Indian prodncts, freed 
of all taxation, would be correspondingly enlai^ed. This 
is a line of policy which every Indian and Anglo-Indian 
should vigorouBly advocate. 

We have now to consider how we can enlarge the 
Home or internal demand for Indian products. Already 
the Government of India expends a large sum on Public 
Instruction, in educating the latent wants and desires 
of the people of India. It is very generally recognised, 
however, that the amount expended is wholly inadequate 
to the requirements of the Bitoation. At present not 
2 per cent, of the population {of which an almost imper- 
ceptible proportion are girls or women) can read and 
write. Primary edacation with a little technical train- 
ing and some elementary knowledge of the laws of health 
and sanitation, self-reliance and self-sacrifice, ^onld be 
within the reach of all. The money for this policy of 
Demand-creation might be raised by harnessing the 
great export and import currents of Indian trade. The 
power is there ; appropriate machinery for its trans- 
mission in the required direction is all that is needed. 
The other two practical devices for augmenting the 
home demand or market are the imposition of export 
and import duties bo levied as to stimulate the manu- 
facture within the country of those many raw products 
— jute, cotton, wool, oilseeds, rice, hides, skins, tanning 
material, etc. — which are at present largely wasted, so 
far as Indian manufacturing industry is concerned. 
Before the manufacture of raw products can be effec- 
tively stimulated by the slight rise in price which an 
export duty might cause with regard to the finished 
product, it is obvious that much must be done in the 
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direction of technical education and social regeneration 
within India. This branch of our snbject therefore may 
be left to a oonsideration at some future date^when local 
conditions have become more propitions. So far as im- 
port duties on manufactured products are concerned, 
there do exist in one or two directions opportunities for 
slightly fitimulating Indian industrial effort. In the 
firet place, import duties ranging from, say, 10 to 25 per 
cent, might very appropriately be levied on all manu- 
factured products entering India from Foreign Nations. 
British manufactures would also be taxed, but on a 
lower scale, of course; the proceeds being devoted 
towards the creation of the revenue necessary for that 
all-important, extended primary education. In this I 
connection it may be pointed out that the present 
Indian excise duties on certain cotton goods ought un- 
questionably to be abolished, Nobody in India, be he 
European or Native, regards them otherwise than an 
altogether unnecessary and indefensible sop to Lanca- 
shire. Apart from political considerations, however, 
these Indian cotton excise duties form one of the most 
extraordinary monuments to British economic eccentri- 
city that the whole of the Tariff controversy affords. 
'Whilst, on the one hand, the Free Traders of England 
are never tired of asserting that the protectionist pohcies 
of foreign nations can only handicap those nations, and 
that Gteeat Britain with her healthy free trade principles 
is absolutely uaassailable by snch devices, the free trade 
cotton spinners and weavers of Lancashire take very 
good care that India does not imp(»e even 3^ per cent. ^ 
for revenue purposes on their products without an ac- 
companying and corresponding excise duty I If a paltry 
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Bi per cent, gives the Indian cotton mill an advantage 
over its British competitor, how very much greater 
advantage must foreign nations secore by means of 
their 30, 50 and 100 per cent tariffs ! And what be- 
conges of the vaunted principles of Free Trade ? In the 
case of India the excise duties have incidentally done 
some good in that they have softened the competition of 
Indian machine-made goods with those of the village 
handworker. But from the point of view of Great 
Britain and of the Empire as a whole, they are un- 
necessary and inexpedient G?he manufacturers of the 
English Midlands would do far better to devise means 
for battering down the crushing tariffs of foreign nations 
rather than endeavour to check the growth of a legiti- 
mate Indian industry whose expansion, inevitable as it 
is, ia nevertheless already handicapped by existing local 
conditions. 

SuflScient has now been written to show that so far 
from India having ..." very little to gain "... by a 
policy of Preferential Trade (vide the Grovernment of 
India's celebrated Despatch of 1903), there is hardly a 
branch of her exports, her imports, or her home in- 
dustries that might not benefit to some extent by a 
scientific and comprehensive policy of State encourage- 
ment to commerce. It is true that owing to peculiar 
social conditions and also to the unusual state of labour 
and capital in this great Dependency, progress would 
not be hastened in the same way or to the same extent 
as has occurred in say Canada, or Germany, or the 
United States. At the same time there is no doubt 
that the speed can be accelerated, and that it is "im- 
perative" — to use Sir Edward Law's words — that a 
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" serious effort should be made " to bring about this ac- 
celeration. If the fear expressed in some quarters that f 
India might not be able to meet her obligations to 
Bngland, were foreign nations to initiate a policy of 
retaliation against India and the British Empire, still 
be thought worthy of serious consideration, it is only 
necessary to say that whereas in years past India used 
to pay her debts direct to England, she now pays them 
more and more vid foreign nations, who of comae retain 
from the remittances very handsome margins for them- 
selves. If this he considered safer, more economical, 
or more satisfactory than working direct with the 
United Kingdom, or as far as possible through British 
agencies, then international commerce and finance need 
new rules and precepts. As a matter of fact whatever 
danger there may be to India's finance and currency 
arrangements from possible foreign retaliation (and a 
careful examination of the position showed clearly that 
now there was none), is the direct result of our allow- 
ing foreign rivals to manoeavre themselves into their 
present positions. Were India's products worked up 
wholly within the British Empire, the financial risks of 
foreign retaliation would be nil. Every consideration 
therefore points to the desirability of India adopting a 
policy that will stimulate her own commercial de< 
velopment to the utmost and at the same time reduce 
any financial risk to which her present dependence on 
foreign nations may temporarily expose her. In carry- 
ing out this policy, it mast not be forgotten, however, 
that the interests of Great Britain are paramount. At 
the same time there is no reason for anticipating that, 
once the principle of mutual aid by means of mutual 
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preference be fall; recognised, dreat Britain will hesi- 
tate to grant eveiy consideration to her chief and most 
valued Dependency. Begarded in this aspect, the out- 
look is as satiafaotory as any practical Imp^ftlist conld 
wish. 
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XIX.— FINAL CONCLUSIONS. 

ThoM who believe, m you beliere, tlut 70a are the representa- 
tiveB of ■ rising moTemeub, in possession of a policy whioh only 
requires to be explained to your conntiymen ia nder to be adopted 
by them— your duty is plain. Yon have to state the detub of 
your policy and spare no pains in the effort of impressing it upon 
your fellomnen. You are invited, and it is your duty to go forth 
and fight for it. —The late LoBD Sausbukt. 

It now only remtuDB to state as succioctly and as 
forcibly as we can, the conclusions to which oar ex- 
amination of the Tariff Problem, and especially of the 
position of India in connection therewith, has led qb. 
Our starting point, it will be remembered, was the 
Besolntion of the Colonial Conference of May last, 
which stated that ..." Preferential Trade between 
the United Kingdom and His Majesty's dominions be- 
yond the seas would facilitate and stimolate mutual 
commercial intercourse, and wonld, by promoting the 
development of the resources and industries of the 
several parts, strengthen the whole Empire ". The ad- 
vance on the current orthodox economic beliefs of a 
section of the people of Britain involved in the above 
resolution was foreseen many years ago by several 
great minds both in the United Kingdom itself and in 
all the outlying portions of the Bmpiie. The idea was 
161 ii 
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familiar to and earneBtly advocated by Cecil Ehodes and 
Hofmeyr, for ezample, in South Africa. Sir Edmund 
Barton, the late Premier of Australia, and the Hon. 
Alfred Deakin have for years past hammered at it in 
that portion of the Empire for which they were re- 
sponsible ; whilst in Canada, stateemen of such opposite 
political cODTictions as Mr. Borden and Sir Wilfrid 
Lamier have all joined hands in supporting a com- 
mercial policy which they believed essential to the con- 
tinued welfare and advance of the Empire. In Great 
Britain itself the defects of our one-sided Free Trade 
system have been fully recognised and the policy con- 
demned by two of the greatest statesmen of the last 
century — Lord Beaconsfield and the late Lord SaUs- 
bury; whilst at the present time some of the most 
gifted and far-seeing minds of the day, e.g., Lord Milner 
and Lord Curzon, are in favour of a more scientific 
regulation of our international commerce. In thesa 
J circumstances we can feel no sUFprise nor claim the 
slightest credit for concluding — as every man of world- 
experience must conclude — that a scientifically devised 
commercial policy directed towards the attainment of a 
specific national ideal will of necessity be more hkely 
to bring about the promotion of that ideal than a policy 
■which aims at no definite imperial development, but 
which rehes upon the unrestricted play of individnal 
interests (striving solely for private profits), correspond- 
ing in the long run with the best interests of the State, 
Nation or Empire as the case may be. As a matter of 
fact, orthodox Free Traders abready recognise that even 
in internal trade matters, private and public interests 
are by no means synonymous, and our various legislU' 
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tion for regolating the working of mioee, factories, 
milla, ete&mBhips, etc. — all direct reetrictioQs on the 
freedom of the individual trader — are the practical out- 
come of this recognition. The extension of the principle 
of subordinating to a certain extent individaal freedom 
of action to a higher and more important end — namely, 
the raising of the standards of living and the develop- 
ment of trade in all parts of the British Empire — is the 
policy involved in the Colonial Conference Besolotion 
that we have been considering. It is a policy which 
oar theoretical review of the matter led us unhesitat- 
ingly to accept, and which a practical comparison of 
the resources of the United Kingdom with the po- 
tentiaUties of oar chief competitors compels va to 
advocate as the one and only means of preserving 
British economic and political sapremacy in the near 
future. 

This being so, our duty in India is plain. We must 
join our voices to those of Canada, Australia, New 
Zealand and South Africa in pressing upon the people 
of the United Kingdom the expediency of modifying 
their present tariff so as to utilise effectively the many 
opportunities which the Empire now offers of strengthen- 
ing the position not only of Great Britain itself, but of 
the British Dominions throughout the world. To those 
who labour in distant parte of the Empire, the attitude 
of some of the old folks at Home in this matter of 
tariff reform is strongly reminiscent of that of certain 
Boer farmers, honest, God-fearing men, who, in reply 
to a proposal to dam a neighbouring water-course with 
the object of retaining for agricultural purposes a little 
of the water then running to waste, promptly con- 
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demned the whole idea as an impiooB interference with 
the works of Nature that would only bring on them the 
wiath of Divine Providence and lead to certain disaster t 
So, too, many people in enlightened England seem still 
to believe that were they to so far modify their present 
Costoms Tariff (in its way, one of the heaviest in the 
world) as to shift a portion of the present import dnties 
from British produce on to foreign produce, the sacred 
principle of Free Trade wonld in some mysterious way 
be violated, and commercial and poUtical ruin would be 
the inevitable sequence. To the rest of the Empire, and 
indeed to the whole world, this blind, unchanging 
devotion to a Local Theory long since condemned by 
the greatest economists and statesmen of Europe and 
America, is one of the moat extraordinary spectacles of 
the age. To the people of the United States, to the 
Germans, and indeed to Foreigners generally, it is a 
source of amused satisfaction as I well know from 
personal experience. To G-reat Britain's children beyond 
the seas, especially to onr American brothers, it means 
an impending tragedy which they feel they must move 
heaven and earth to avert. Nobody who has discussed 
this question with the leaders of men — commercial and 
political — in Canada, will question the accuracy of this 
statement. Nobody who heard the impassioned appeals 
of Mr. Deakin or Sir William Lyne in London in May 
last, can doubt its truth. These Colonial Statesmen, 
from their valuable coin of vantage, are able clearly to 
see the opportunities which Great Britain is allowing 
to shp past her, and to gauge with certainty the in- 
evitable results of these lost chances upon British 
Colonial developments in the near future. This ability 



b, Google 



FINAL CONCLUSIOKS leS 

to forecast coioiiig conditionB of a certain character is 
not confined to obserrers in Australia or Canada only. 
Jast aa the astronomer who, seated far away in the 
Bocky Mountains or in some mid-Pacific iale, is able to 
perceive phenomena in a way impossible at Grreenwich 
Obserratory, bo, too, the stadent of Empire who watches 
social, economic and political developments in the 
United Kingdom from the standpoint of India, Sonth 
Africa, or New Zealand, can detect tendencies and 
measQre probabilities that are imperceptible to many at 
Home. In no particolar is this more apparent than in 
the growing wealth and power of Foreign Nations, and 
in the marvelloos potentialities of the British Empire 
in America, Africa, Asia and Australasia, all of which 
aie serionsly obscored to many people of the United 
Kingdom owing to the vast wealth amidst which they 
are still expanding. Living themselves in civiUsed 
security and sorronnded by aconmnlating riches of a 
magnitade hitherto unknown in the Islands of Britain, 
they find it difficult to realise that rival nations can be 
growing still wealthier and more powerful, more rapidly, 
too, than Great Britain, or that there can be any danger 
to the British Empire from such developments even 
supposing them to be taking place. That, however, is 
what is actually occurring in the world. Theory and 
practice clearly indicate the only policy that can meet 
the case so far as the British Empire is concerned — and 
that is mutual preference for British products. This 
policy has already been put into operation in the British 
Colonies, and to a small extent in India. With regard 
to the United Kingdom, a definite scheme has been 
proposed by Mr. Chamberlain, and we have seen that it 
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is in Indift'B highest interesta to warmly Bnpport that 
Bcheme — tentative and but slightly efficacioas thongh 
it be. It is one of the evils of the times aoiaing from the 
particmlar fonn of Government now current in the 
United Kingdom, that hand-to-month politiciana in- 
variably hide from the great voting public the eternal 
troth that progreas can only be attained by way of 
sacriGc& This law applies with eqaal force to every 
branch and detail of personal, social, religions, private, 
public, economic and political Ufa It is similarly the 
toot principle of all Empire building and all Empire 
consolidation. If then we are to knit together more 
closely the several units that at present constitute the 
British Empire, each and all most be prepared to make 
some contribution to the common good — the peoples of 
India and the Colonies must be prepared to do without 
or to relinquish, in some degree, local fiscal freedom just 
as the people of Britain must also be prepared to face a 
possible advance in price in certain commodities in order 
to hasten the development of the Empire as a whole. 
The system which compels great statesmen to con- 
ceal these elmnentary truths from the public is obviously 
unsound. Mr. Chamberlain, to his immortal credit, 
has on several occasions laid emphasis on the fact that 
we must be prepared to make sacrifices if we are to 
show ourselves worthy of the great responsibility now 
resting on us. At the same time Mr. Chamberlain's 
scheme involves little or no sacrifice beyond what may 
be r^arded as an abandonment of economic principles 
no longer sound. And for this reason, it mast be ad- 
mitted that the practical benefits to be obtained there- 
from as compared with the possibilities involved in an 
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oil roand Imperial Preferential Tariff, are extremely 
small. Still the scheme exactly fits the political re- 
quirementa of the moment, and, what is most important, 
it inTolvea a recognition of the great principle of Im- 
perial Preference, and, incidentally, of the principle of 
mutnal sacrifice in the common good. For these 
reasons, as before argued, India should anheaitatingly 
give the scheme a whole-hearted snpport. 

So far aa India itself is concerned, the aame economic 
principles which regard commerce as the chief aoaice of 
material, moral and political progress, apply aa in the 
case of Great Britain and the other parts of the Empire. 
The practical operation of these principle, however, is 
at present seriously hampered by local conditiona which 
very largely nullify the effecta that are ordinarily pro- 
duced in the Weat by State action; and until theae 
impedimenta to progreaa are removed — a veiy long 
husinesa iovolving radical changes in the habits, beliefs, 
and ambitions of 90 per cent, of the population — it is 
naeleaa to expect much practical reanlt from the aubsti- 
tation of a acientific tariff for the preaent revenne-cnm- 
pteference-for-Lancashire mechanism throngh which 
the corrents of India's external trade at present flow. 
In considering the various methods by which the power 
of theae currenta might be utilised to aid conmiercial 
developmental oar object has been merely to pass in 
review the resoorcea we have within reach should an 
occasion arise when their asaiatance be required — a 
tolerable certainty before long! There would be little 
use in hamraaing the Gauvery, or in manipulating the 
waters of the Indua, unleaa Labour, Demand and Capital 
were ready at hand to make use of the results of the 
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State's woric. Bo, too, with the economic development 
of India, ontU education, in its widest sense, has revoln- 
tionised the demands of the maltitades and created 
adeqaate and efficient Labour, together with propor- 
tionate sapphes of Capital, there is little object in 
erecting tariff turbine oc oth^ fiscal mechanism to 
stimulate developments for which the coantry is not 
yet ready. At the same time there is at the present day 
scope for certain beginnings, and for improrements in 
the present arrangements, each as the removal of all 
^K>rt and excise dnties, the negotiation of lowrar duties, 
in BusBJa on Indian tea, and the imposition of additional 
import duties in order to provide the means for a largely 
extended system of wholesome primary edncation. 

Whilst a practical recognition of the great principle 
of mutual preference in trade would have relatively but 
little effect at the moment on the commercial develop- 
ment of India owing to the peculiar local conditions 
now prevailing, the magnitude and composition of her 
great external trade currents are a source of immense 
strength to the Empire as a whole, and are of the very 
greatest value, therefore, in the building up of that 
general scheme of Preferential Trade upon which the 
future prosperity of the Empire in the main depends. 
This fact has been made abundantly clear in our analysis 
of the composition of these great currents made in 
previous chapters. If we have rattled some of the 
weapons in the Imperial Armoury, as it were, it has not 
been, as before explained, because we propose to rash 
forth with them and run amok amongst the inter- 
national commerce of the world, but simply with the 
object of reminding some of our stay-at-home friends of 
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Britain tb&t they are not in that naked and defence- 
less condition which certain lily-livered writers wonld 
have ns to imagine. The bringing ol these weapons of 
economic defence into operation is a matter for the 
Statesmen of the Empire, and we know what their 
advice is. The work of the practical economist has 
finished when he indicates their existence and explains 
their possibilities. And in this connection it may be 
pointed ont that the spectacle of prominent men like Sir 
Thomas Sutherland and Lord Cromer crying oat — the 
one becanse the Japanese are so "aniair"aB to bring 
State-aid to the development of their shipping, and the 
other to warn ns to be carefol of Preferential Trade 
becanse rival nations wonld not like it, and might hurt 
ns — snch spectacles are hardly calculated to impress our 
great national competitors with any respect for our 
dignity or our power. The expenditure of energy, of 
wealth, and of life itself involved in the operation of 
war, is one of the forms of sacrifice by which the spirit 
and virility of nations are sustained ; and althongh no 
civilised people can regard snch a chmax with feelings 
other than of horror, the fact remains that the indivi- 
dual, the State, the Nation or the Empire that lacks the 
strength and incUnation to fight to the death when 
needs be, has entered upon a condition of decadence — 
the foremnner of certain destruction and extinction. 
Away, then, with all paltty fears of what other nations 
may think of the development of onr fiscal policy. " I 
am impatient at these cowardly doctrines," said Mr. 
Chamberlain at Newport in November, 1903, and so 
indeed is everybody with an ounce of courage and 
understanding within him. Let us not reveal ourselves 
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filled with a craven fear of being great Bather let ns 
on our knees seek inspiration and guidance from the 
great Creator of all Empires so that we may be endowed 
with the foresight, the strength and the ability to meet a 
position of unprecedented complexity with the necessary 
fortitude and appropriate preparation. The spirit in 
which we most attack this, the greatest of all Imperial 
problems, mnst not be one of fear bat rather that with 
which one of onr greatest Colonial Statesmen, Sir 
Wilfrid Laorier, concluded his memorable Empire- 
boilding speech in Toronto on the 26th September last. 
These are the inspiring words : " We are sarronnded 
with difBcolties, hat difQcolties hare no terrors for me 
at all events. I have been accustomed to deal with 
difBcnltiea all my life ; and indeed a man is no good 
antil he has difficalties to overcome, and overcomes 
them. Difficulties we have had in the past, difficulties 
we shall have in the fatare ; bat difficulties we will 
overcome : oar project shall and will succeed." 

" The English legislature, like the English people, is 
of slow temper, essentially conservative. In onr wildest 
periods of reform, in the Long Parliament itself, yoa 
notice always the invincible instinct to hold fast by the 
old : to admit the rpipiTrtntti of the new : to expand, if 
it be possible, some old habit or method already found 
fruitful into new growth for the new need. It is an 
instinct worthy of all honour, akin to all strength and 
wisdom. The English legislature is entirety repugnant 
to believe in new epochs. Nevertheless, new epochs do 
actually come ; and with them new imperious peremp- 
tory necessities, so that even an Eng^sh legislator has 
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to look up and admit, though with reluctance, that the 
hour has struck. The hoar haviitg struck, let us not 
say impoBsible ; it will have to be possible. The way to 
do it is to try to do it, knowing we die if it be not 
done." — Oarltle. 



b,GoogIc 



b, Google 



APPENDIX A. 

ME. CHAMBERLAINS PROPOSAL. 

Thb following extract from Mr. Chamberlain's great 
speech delivered at St. Andrew's Hall, Glasgow, on the 
6th October, 1903, gives his proposals for initiating a 
scientific fiscal policy in the United Kingdom. 

" I haYe been asked for a plan. I have hesitated, becauae, as 
you will readily see, no final plan oon be proposed until a Govern- 
ment is authoriadd by the people to enter into n^otiation upon 
these principlea. Until that OoTermnent has had the oppoitonitj 
of n^otiatii^ with the Colonies, with foreign conntiies, and with 
the heads and experts in all our great industfiea, any plan mneb be 
at the present time more or less of a sketch-plan. But at the same 
time I reoognise that you have a right to call upon me for the broad 
outlines of my plan, and those I will give you (cheers) if yon will 
bear with me. You have heard it said that I propoae to put a duty 
of &a. or 10a. a quarter on wheat. That ia untrue. I propose to ■. 
put a low duty on foreign corn, no duty at all on the com coming 
fcem our British posseBaiona (cheers). But I propose to put a low 
duty on foreign com not exceeding 2s. a quarter (cheers). I pro- 
pose to put no tax whatever on maize, partly because maize is a 
food of some of the very poorest of the population, and partly also 
because it is a raw material for the farmers, who feed their stocic 
with it (hear, hear). I propose IJiat the corresponding tax which 
will have to be put on flour should give a substantial preference 
to the miller (hear, hear), and I do that in order to re-establish one 
of our most ancient industries in Uiis country (hear, hear), believing 
that if that is done not only will more work be found in agricultural 
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distriots, with Kmw tondenoy, perhaps, openting BgidnBt the con- 
■Unt migntion from the oounti; into the towns (cheers), and tklso 
beMDM bf re-establiBhing tlie milliog industry in this counti; the 
ofhla, as they are celled— the refuse of the wheat — will remain in 
the country utd wiU give to the fatmen or the agricaltural popnla- 
tioD a food for Uieir atook and their pige at very much lower istes. 
That will benefit not merel; the great farmer, but it will benefit 
the little man, the small owner of a plot or even the allotment 
owner who keeps a single pig. I am told by a high agricnltaral 
authority that if this were done so great an effect would be pro- 
dnoed upon the price of the food of the animal that where an 
agricultural labourer keeps one pig now he might keep two in the 
future (laughter). I propose to pat a Hioall tax of about 6 per oent. 
c» foreign meat and dairy produoe (oheera). I propose to exelade 
baoon, because once more bacon ie a papular food with some of the 
poorest of the population. And, lastly, I propose to give a sub- 
stantial preference to our Oolonies upon colonial wines and peihape 
upon ooloaial fruits. Well, those are the tAxes, new taxes, or 
alterations of taxation which I propose as additions to your present 
burden. 

"Bnt I propose also some great remiHsions (oheere). I propose 
to take off three -fourths of the duty on tee and half of the whole 
duty on sngu, with a corresponding reduation on oocoa and oofTee 
(eheers). Now, what will be the result of these oh&nges, in the 
first place, upon the cost of living ; in the second place, the Treasury ? 
As r^arda iha cost of living, I have accepted, for the purpose of 
argunimt, the figures of the Board of Trade as to the consumption 
of an ordinary workman's family, both in the ooDntry districts 
and in the towns, and I find that if he pays the whole of the new 
duties that I propose to impoee it would cost an agricultural labourer 
16jl farthings per week more than at present, and the artisan in the 
town 19i farthings per week. In other words, it would add about 
4d. per week to the expenditure of the agricultural labourer and Bd. 
per week on the expenditure of the artisan. But, then, the re- 
duction which I propose, again taking the aonaumption as it is 
declared by the Board of Trade, the reduction would be, in the 
case of Uie agrioaltnral labourer, 17 farthings a week ; in the case 
of Uie artisan 19) farthings a week (laughter and cheers). 
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"Now, gentleDwn, yon will see, if you haTe followed me, that 
npon the assnmptdon that you pay the whole of the new taxes 
youraelTeB, the agrioultuial labourei would be half a farthing per 
week to the bett«r (laughter), and the artiiuui would be exactly in 
the same poutaon as at present. I have made this assmuption, but 
I do not belieTo in it. I do not believe that theaa amall taxes upon 
food would be paid to any la^e extent by the consumers in thia 
oouutiy. I believe, on the contrary, they would be paid by the 
foreigner (cheers). 

"Now, that dootiine can be supported by authorita^Te evidonoe. 
In the first plaoe, look at the eooDomiats — I am not speaking of 
the fourteen professors (laughter) — but take John Stuart Mill, take 
tihe late Professor Sidgwiok, and I could quote others now living, 
^nkey all agree that of any tax upon imports, especially if the tax 
be moderate, a porlion, at any rate, is paid by the foreigner, and ' 
that is confirmed by experience. I have gone carefully during the 
last few weeks into the Btatiatioal tables not only of the United 
Kii^dom, bat of other countries, and I find that neither in Ger- 
many, nor in Fianoe, nor in Italy, nor in Sweden, nor in the 
United Kingdom, when there has been the imposition of a new 
duty or an iuoteaae of an old daty, has the whole cost over a fair 
average of years ever fiUlen upon the consumer. It has always 
been partly paid by Uie foreigner (eheem). Well, how much is 
paid by tiio foreigner? That, of course, must be a matter of 
speculation, and, there again, I have gone to one of the highest 
authorities of this ooontry — one of the highest of the official ex- 
perts whom the Qovemment consult— and I have anked him for 
his oponion, and in his opinion the incidenoe ol a tax depends 
Upon the proportion between the free produotion and the taxed 
. production. In this case the free production is the home prodnc- , 
tion and tJie prodnotion oi the British Colonies. The taxed pro- 
dnotion is the production of the foreigner, and this gentleman is of 
opinion that if, for instance, the foreigner supplies, as he does in 
the case of meat, two-nintha of the consumption, the oonsumet ' 
only pays two-ninths of the tax. If he impplies, as he does in the 
case of com, something like three-fonrths of the consumption, then 
the consumer pays three-fourths of the tax. If , as in dairy pro- 
dwe, he supplies hfiU of the ootununptaon, then the consumer pays 
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bdf of tlw tax. Well, h I hj, Uut ia • ilieoiy that will be oon- 
teetsd, bnt I beHerB it to be MNnuate, and at ftll erenta as a matter 
of ourioaitf I hare worked oat Uiii qoeetion of the oost of living 
upon that aasumptdon, and I find that, if yon take that proportion, 
^B ooat of tiia new dutiee would be 9i faithinga to the agri- 
culture laboorer and 10 farthingB to the artisan, while tJie leduo- 
tion would still be 17 farthingB to the labourer and 19i farthinga 
to iha artisan (cbaera). There, gentlemen, yon see mj point. If 
I giro my opponents the utmost adTantoge, if I say to them what I 
do not beliava, if I grant that the whole tax is paid by the con- 
sumer, even ia that case my proposal would give as large a remis- 
sios of twtation on the necessary articles of his life as it imposes. 
As a result of the advantage upon other necessary articles the bud- 
get at the end of the week, or the result at the end of the year, will 
be praoUoally tha same even if he pays the whole duty. But if he 
does not pay the whole duty, then he will get all the advantages to 
whkh I have already referred. In the case of the agricultural 
labourer he will gain about 2d. a week, and in the ease of the town 
artisan he will gain 2id. a week. 

' ' I feel how difficult it is to make either interestii^ or intelligible 
to a great audience like this the complicated subject with which I 
have to deaL But this ia my opening declaration, and I feel that I 
ought to leave nothing untold ; at all evente, to lay the whole of 
the outlines of my scheme before the country. 

" Now, the next point, the last point I have to bring before you, 
is that these advantages to the consumer will involve a loss to the 
Exchequer. And you will see why. The Exchequer when it re- 
duoes tea or sugar loses the amount of the tax on the whole ooa- 
sumplaoa, but when it imposes a tax on com or upon meat it only 
gains the duty on a part of the oonsomption, since it does not col- 
lect it either upon the colonial or upon the home production. 
Well, I have had that worked out for me, also by an expert, and I 
find, even making allowance for growth in the colonial and home 
production, which would be likely to be the result of the stimulus 
which we give to them — and after making allowances for those 
articles which I do not propose to tax — the loss to the Exchequer 
will be £2,800,000 per annum. How is it to be made up 1 I pro- 
pose to find it and to find iqorQ (Qh^crs) iq the other bruich of 
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this p<^7 of fiscal tefonn, in that part of it which is aometiiiiM 
called 'retaliation' and sometimes * recipiooit; ' (ohecra). How 
I cannot deal fnllj with that anhjeot to-night. I shall have other 
opportunities, but this I will point out to joa, that in attemptii^ 
to seoure reoipiooitj we cannot hope to be wholly successful. No- 
body, I imagine, is sanguine enough to beUeve that Americ* ot 
Germany and France and Italy and all thorn countries are going to 
drop the whole of their protactave scheme bftcanse we ask them to 
do so, or even becauae we threaten. What I do hope is that they 
win reduce their duties so that worse things may not happen to 
them (laughter and loud cheers). But I think we shall also have 
to raise ours (hear, hear). Now a moderate duty on all manufac- 
tured goods (cheers), not exceeding 10 per cent, on the average, 
but varying according to the amount of labonr in these goods 
(hear, hear), that is to say, putting the higher rate on the fin- 
ished manufactaras upon which most labour would be employed — a 
duty, I say, averaging 10 per cent, would give the Exchequer at 
the very least £9,000,000 a year (cheers), while it might be nearer 
£15,000,000 if we accept the Board of Trade estimates of 
£148,000,000 as the value of our importa of manufactured and 
partly manufactured goods. Nine millions a year^— well, I have an 
idea that the present Chancellor of the Exchequer (loud and pro- 
longed cheers) would know what to do with a fall purse (laughter). 
For myself, if I were in that onerous poutJon— which may Heaven 
forfend (laughter) — I should use it in tiie first place to make up 
this deficit of £2,800,000 of which I have epoken ; and, in the 
second place, I should use it for the further reduction both of 
taxes on food and also of some other taxes which press most hardly 
on difi^rent classes of tiie community (cheera). Remember this, a 
new tax cannot be lost if it comea to the Chanoellot of the Ex- 
chequer. He cannot bury it in a stocking (laughter). He must do 
something witii it, and the best thing he can do with it is to remit 
other taxation. The prineipU of aU thit poUey ie that Tohereat yow 
preient taxation, vihdher it be on food or anything elie, bringi yoit 
revenue and nothing bvt rewrwe, the taxation which I propote, vjhich 
(nU not iaereate yow burdene, will gain for yoxi in trade, in employ- 
ment, in all that vie matt imnt to maintain, the protptrU^ of ovr 
12 
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HuhutTiM (oheets). 77w mw u prqfiOtu taaation, &« othtr teiaO^ 
taxation (ohoen). 

"I have Bt»tod, then, tiia broad ontliiie of the pkn which I pro- 
poM> As I have said, this can only be filled up when m moodatta 
has besn given to the Qorernmant, when they have the oppor- 
tunity whioh tbey daaire to negotiate and discuBs. It may be tiiat 
when we hare theae taxes on manufactured goods we m^ht be 
willing to lemit oe rednce it if we oonld get correeponding advan- 
tagM from the oonntiy whose prodnots would thus be taxed. It 
eannot, therefore, be preoiBely etated now what they would bring 
in, or what we should do, but this is oleai that^ whatoTer happened, 
we should get aomething. We shovdd either get BOmething in the 
•hape of a reduotion of other taxation or something in the shape 
<rf a nduotion of those prohibitiTe tariffs which now hamper eo 
inunensely onr native industries (oheers). There will be, ac- 
oording to this plan, as I have said, no addition to the eoat of Living, 
but only a transfer from one item to another. 

" It lemaina to ask what will the Colonies say 1 I hear it said 
sometimes by people, who I think have never visited lie Colonies 
and do not know much about them, that they will receive this ofbr 
with contempt, that they will ^um it, or that if the; accept it they 
will give nothing in return. Well, I differ from tJiese critics. I do 
not do tliis injustice to the patriotism or the good sense of the 
Oolonies. When the Prime Ministers, representing all the several 
States of llie Empire, woe here, this was the matter of most in- 
tonsting discussion. Then it was that they preseed upon the 
Oovemment the consideration of this question. They did not press 
it— it is wrtmg, it is wicked, to say that they pressed it in any 
spirit of setfishnesB, with any idea of exdufiive benefit to them- 
aelres. No ; they had Hr. Bhodes's ideal in their minds. They 
asked for it aa a tie, a practical tie, which shontd prevent separation, 
and I do not believe that they will treat ungenerously any offer Uiat 
w* may now be able to make them. They had not waited for an ofi^. 
Already Canada has given you a preference <rf 33} per cent., SonUi 
Africa has given yon a preference of 26 per oent., New Zealand has 
offined a preferenoe of 10 per cent. The Premier of Australia has 
ptomised to bring before Parliament a similar proposal. They have 
done all this in confidence, in faith, whioh I am certain will not be 
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disappointed — in fMth that you will not be ungrateful, that yon 
will not be nmnindfnl of the influences whieh have weighed with 
them, that you will share their loyalty and devotion to an Empiie 
which is theirs aa well as ours, and which they also have done some- 
thing to maintain (cheera). 

"And, ladies knd gentlemen, it is becanse I sympathiae with their 
object, it is because I appieoiste Uie wisdom, ay, the generosity of 
their offer, it is because I see that things are moving and that an 
opportunity now in your hands once lost will never recur ; it is be- 
cause I believe that this policy will consolidate the Empire — the 
Empire which I believe to be the security for peace and for the 
maintenance of our great British tradition (oheors)— it is for all 
these things, and, believe me, for no personal ambition that I have 
given up the office which I was so proud to hold (cheers), and that 
now, when I might, I think, fairly claim a period of rest, I have 
taken up new burdens, and come before yon as a miesionary of 
Empire, to urge \Lpoa you again, as I did in the old times, when I 
protested against the disruption of the United Kingdom (loud 
cheers), once again to warn you, to urge yon, to implore you to do 
nothing th^ will tend tovroids the disint^ratiou of the Empire, 
not to refuae to sacrifice a futile snperstition, an inept prejudice, 
and thereby to lose the results of centuries of aoble effort and 
patriotio endeavour." (Loud cheers, amid whieh Mr. Cluunbwlain 
resumed his seat, having spoken an hour and fifty minutes.) 
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the indian tabiff. 

Gbnebai. Import Duties. 

The fdlowing is a liet of articles chargeable with duty. 
For the hulk of these articles tariff vEhluations are fixed, 
alterations in which are made whenever sufficiently im- 
portant changes occur in the market values of the com- 
modities. It is usual to publish a revised list of tariff 
valuations about Decembw in each year. This list 
appears in the Gazette of India and is reprinted as a Cus- 
toms circular. It may be obtained by application to 
the Secretary, Commerce and Industry Department, 
Government of India, Calcutta, or to the Under-Secre- 
tary of State, India Office, London, 8.W. 

General Dutt op 5 per Cbht. ai> Valorem. 

AsTicLH or Food xfb Dbimx. 

CoSm. 

'Fniita and vegetitbles («KDept fresh fruits, etc). 
Hinenl aoA. aented witters and all imfermanted non-aloohotie 
beverages. 

' ProTuionB, oilmaa'a store* and grooeriea. 

' See ezceptiona under Si per oeot. du^, ^ per cent dot;, 1 
per oent. duty, and fne list. 
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Sptoes. 

Sugar, inaludtDg sMclutme produce of &U kinds, and oonfee- 
tionery (in addition to oounterrailing duties, if any). 
Tea. 

Chkuicaib, Dbuob, rro. 
' Chemioal [soduota and praparationB (including exploedvea). 
' Drugs, medioineB and naiootics. 
Dyeing and tanning materiala. 

TWirrAM AXD UufurACTUBis oi Mxialb. 

Hardware and imtlery, inoluding irontnongei7 and plated ware, 
and also including machines, tools, and implementa to be worked 
by m.n 111^1 or animal labour, esoept water-lifts, sugar-miUa, <hI- 
presaes, and parts therftof, and any other machines (and parts) 
ordinarily used in prooesaee of husbandry or fcv the [ovparation 
for use, or for sale, of the products of husbandly, which Qorem- 
ment may exempt ; the following agricuUaral implements when 
adapted for manual or animal power, via. : winnowers, threshers, 
mowing and reaping maohines, eleratora, seed-oruahers, oliaC-cutterB, 
rootouttera, horse sad bullock gears, ploughs, oultivstots, soarifiera, 
harrows, dod-crushers, seed-drills, hay-tedders and rakes ; and the 
following dairy appliauoes, vix. : oream-sepaiators, milk sterilising 
oc pasteorising plant, milk aerating and cooling ^^Miatus ohnnis, 
butter dryers and butter workers ; as well as the following articles 
used in tite manufacture of cotton, viz. : bobbins (warping), forks 
for looms, bealds, heald ooids, haald knitting needles, laoes, lags 
and needles for dobbies, pickers (buflalo and others), picking bands, 
picking levers, picking sticks (over and under), reed pliers, reeds, 
shuttles (foe power looms), springs for looms, strapping and weft 
forits, all of which are free. 

Hetals, nnwrought and wrought, indu^i^ silver bullion and 
ooin, and artides made of metal, iron and steel, tinned cans, iron 
or steel wire-netting, and discs or circles. (Bee also 1 per oent. 
duty.) 

' See exceptions under 3i per oent duty, 2^ per oent duty, 1 
per cent dut^, and free list 
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Oiu. 

PetTolenm with flwhing point at or above 900° Fahreniieit for 
oM axoliuiTelf for batching of juta or other fifaie or for lubricating 
porposea. Also petroloum with flaihing point at or above 150^ for 
OM ezclnaiTely aa fuel, or for sanitary or hjgisnio pnrposea. (See 
alao patroleum on page 191.) 

All other sorto of oil, animal or r^etaUa (inolnding otto of all 
kinds}, and mineral, inoluding paraffin wax. 

OrEon Abtiolbs. 

> Apparel, inoluding dnptiy, haberdaalmf and miUinHj, eta. 

Art, wOTks of. 

Brusbea and brooms. 

Building and engineering matarials (via,, asfdtalt, bri<^ and 
tiles, oament, fir«ola;, lime, earthenware piping, etc). 

Cabinet ware and famitnre. 

Garriagaa and oarts, inoluding motor-oara, ^olee, jinrikshas, 
bath-chairs, perambulators, tracks, etc., and oomponent parte 
Utereot, but excluding motor-oara designed to carry goods and con- 
taining a prime morer, which are free. 

Chinese and Japanese ware, including lacquered ware. 

Clo<^ watches, eke., and parts Uiereof. 

Cordage, rope and twine of any vegetable fibre. 

Earthenware (exoept piping), china, china.«lay, potoebun and 
imitalaon or false ooraL 

Fans. 

Firoworks, inoluding fulminating powder. 

Flax md arUoles made of flax, inoluding linen thread. 

Famitnre, tackle and aj^iarel, not otherwise described, for eteam 
and other vessels. 

'Qnme, gum reeins, etc., and articles made thereof (inoluding 
oaoutehouo, etc.). 

Hemp and artiolea mads theiefrom- 

Hidee and skins, except raw or salted, which are free. 

1 See exceptions under 3^ per oent. duty, 2} per oent dot;, 1 
per cent, duty, and free list 
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Horn, articles made of, nob otherwiee dosciibed. 

InatramentA, apparatus and appliances, and parts thereof : eoro- 
puting, dental, distilling, diving, drawing, educational, electric, 
electric lighting, galvanic, raeaauring, musical, optical, philosophical, 
phonc^pMphio, photographic (inclnding niaterialB for phott^^aphy), 
scientific, sui^ioal, surveying, telegraphic, telephonic, typewritaia, 
and all other eorto, except lelegrapbio tostaruroents and apparatus 
and parts thereof, when imported by or under the orders of a rail- 
way company, and any instruments, appacataa and appliances when 
imported as pact of personal baggage, in the exercise of a profes- 
(Qon or calling, wMah are free. Bond fide i^timental band instru- 
manta (other than stringed) with aooeeBoriea are also free. 

Ivory and irory-ware. 

Jewellery and jewels, indudii^ manufactures of gold and silver. 

Jute manufactures (except second-hand or used gunny iMgs^ 
which are free). 

Leather and articles made of leather, including boots and shoes, 
harness and saddlery, except saddlery for military equipment. 

Malt 



Oil-eloth and floor-doth, including linorusta, linoleum and tar- 
paulins. 

Punts, colours, paintera' materials and compositions for applica- 
tion to leather, wood and metals. 

Paper, pasteboard, millboard and cardboard of all kinds, and 
articles made thereof. 

Perftunery (except perfumed spirit). 

Pitch, tar and danuner. 

Seeds. 

' Shells and cowries. 

Silk and articles made of silk. 



Stone and marbls, and articles made thereof. 
Tallow and grease, including stearine. 

'See exceptions under 3} per cent, duty, Sj[ per cent, duty, 1 
per cent, duty, and free list. 
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Tsxtik bfarioi, not oUunriae demribed. 

Toilet nqniaitM, not otb«rwiM deaoribod. 

Toy, to7-booka and requintea foi »U gameH. 

nmbnlka, paraaob and NnibadM (rf kU kisda. 

Wftlking-stacka and sticka for umbrellao, etc., whipo, flshing-iods 
•ad lines. 

Wood and lambw, and articlM mads of wood, not otharwiAo do- 
•aribad (except firewood, whioh ia free). 

Woel, artiolaa made <A, inoludii^ f dt 

All other artiolaa not specified above or hereafter. 

Ddtx of 3i PEB Cknt. ad Valobex. 

Cotton piece-goods, hOBieiy, and all other mannfaotored cotton 
goods not otbenriM described. (A comaponding excise du^ ia 
levied on the produota of Indian ootton-mills.) 

Duty o? 2i per Cent, ad Valobem. 

Tinegar, in oaska. 



Duty op 1 per Cent, ad Valobsm. 

Ircm : anchtnv and cables ; angle T and ohuiael ; bar ; nail rod 
and round rod; beiuna, joists, pilUrs, girders, bridgework uid 
other deeoriptioiis of iron imported exolusivelr for building pui- 
poeea ; plato and sheet ; hoop ; nails; nuts and bolte ; old ; pig ; 
pipes and tubes, including fittings theiefor, such as bends, boots, 
elbows, tees, sockets, flanges, etc ; rails, sleepers, chairs, dog- 
spikes, and fish-platss other than those exempt as railway materials, 
Bwitchea, crossings, lever-boxes, dips and tie-bars; rice-bowls; 
ridging ; guttering and continuous roofing ; riveta and wsahers ; 
wire, including fencing wire and wire-rope (excluding wire-netting). 

Steel 1 angle T and ahAnnel ; anchors and cables ; bar and 
blooms ; beams, joiatB, pillarB, girders, bridgework and other de- 
scriptions of steel imported exolnrively for building purposes ; oast 
and blistered ; hoop ; nails ; nuts and bolts and nail rods ; old ; 
pipes and tubes and fittings therefor, such ns bends, booto, elbows, 
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leea, oookets, fluigM, st«. ; plates nhI sheets ; railH, sleepeTB, chum, 
dog-spikes, and fish-plAtoa other than those exempt aa rulmy 
mat«n»ls, switohas, orosaings, lerai-bcizes, olipa and tie-bars ; rivets 
and irashers ; Tire-rope ; wire (exclading wira-nettiing) ; ridging ; 
guttering and continnoua roofing. 

Fbes List. 



AsnoLBB or Food iXD DaniK. 
Fruits and v^^tablea, freah. 
Hops. 

Grun and pnlne, not including floor. 
Fish-maws and Bhaik-flns. 
Sii^allj and sodlle. 

DkUOB jUtD NiSCOTlOB. 

Anti-plague serum. 

Quinine and other ^kaloids of ohinohona. 

Tobacco, nnmanufactuied. 

Metau aso UAirnvAomm or Mctii* 

Machinery, namely, jnime movers and oomponent parts thcceof, 
includii^ boilers and component parta thereof ; also including looo- 
motive and portable engines, steam-rollers, fire-engines and other 
machines in which the prime mover is not aeparable from the opera- 
ttye parte. 

Hschinery (and oomponent parts Uiereof ), meaning machines or 
■eta of machines to be worked by eleotric, steam, water, fire or other 
power not being manual or animal labour, or which before being 
brought into use reqoice to be fixed with reference to other moving 
parte ; and including belting of all materials for driving maohinery. 

Hachinery and oomponent parts thereof made of aubstancea 
other than meUl are included in this entry. 

Provided that the term machinery does not include tools and 
implements to be worked by manual or animal labour, and provided 
also that only such artiolea shall be admitted as oomponent parts 
of machinery as are indispensable for the working of the machinery 
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■nd ue, owing to theii aluipe or other Kpeoial qtulity, not ftdaptod 
for toy other pnrpou. 

Copper ourrent coin of GovemmeDt of Indi&. 

Gold bullion and ooin. 

Laad shftets for tevcheate. 

Silver eurrent ooin of Oovemment of Indi&. 

Bailmy nuteriAl for pennuient-va7 and rolling-stock, nunely, 
oylinders, girders, and other materials for bridges, rails, sleepers, 
bearing and fish-plates, fish-bolts, ohairs, spikes, croeaingB, sleeper 
fastenings, switohes, interlooking apparatus, biake-geai, couplings 
and springs, signals, inm-tables, weigfa-biidges, engines, teaders, 
oarri^es, waggons, traTersers, teolliea, bucks and component parts 
thereof ; also cranes and water-oranes, water-tanks and standards, 
wire and other material for fencing, when imported by or under the 
orders of a railway company. 

OlHXS ASTIOLKB. 

Bamboos, eto. 

Books, printed, etc. 

BristlBs and fibre fof brushes and brooms. 

Coal, ooke and patent fnel. 

Cotton, raw. 

Cotton, twist and yam. 

Cotton, sewing and il^rning Uiread. 

Earth, common clay and sand. 

Frankincense cr olibanam. 

Hides and skins, raw or salted. 

Jute, raw and second-hand, or used gunny bags. 

Hanures of all kinds, including animal bones. 

Motor-cars designed to cany goods, and containing a prime 
mover. 

Oilcake, bran, fodder and cattle food of all kinds. 

Plants and bnlfas. 

Precious atones and pearls, unset. 

Pulp of wood, straw, rags, paper, etc 

Printing and lithographic materials, including presses, type, ink, 
etc, but excluding paper. 

B«gs. 
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Uother of pearl, luiora. 

Ships and other vaasele for inland and harbour navigation im- 
ported entire or in eectione. 

Natural science specimens, inclading antique coins and medals. 

Tea-chests of metal oi wood, entire or in sections for packing of 
tea for transport in balk. 

Tea-irithenng tacks. 

Uniforms and aoooutrementa for personal use of a public ser- 
vant. 

Wool, raw. 
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in A^nOTDIZ B 

CX)UirPEBVAILINa DUTIES ON BOCNTT-FBD 8TTGAB 
(LEVIKD UNDER ACTS XIV. OF 1898, VUI. OF 1802, 
Xn. OF 1903, AND XL OF ISM). 







Dntl«BtobeI«Tled 


Owuttrieik 


Kind! of Sngu. 


in addlUoa to th> 
□enaraL Impart Dnt; 






Percwt. 






R. A. P. 


Atgsatine Bapnblio 


AUkindB 

Speoial duty on refined 


10 IB 8 




Bunr, 1.8. , pokriaiiig 9ft° 


6 3 










Biig»i, ^.t., poUnmng 






IMS thai 96= - - 


4 8 9 




Sugar ondy - 


3 2 9 


Chile - 


lUw sugar 


9 2 


Demnaric 


Special duty on refined 






Special duty on candy. 


8 




and sugar in whole or 






broken loaves, plates, 






oaikea, eto., whatever 






the colour may be, and 


8 10 




white pulTerised sugar 






which is lighter than 












dard sample, No. 18. > 
Spenal du^ on refined 




BtiflsU - - 






su^ - - - - 


9 10 2 




Spe<^ duty on unrefined 






sugar . - - - 


6 IB 10 
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Export Duty. 



Rioe, busked or uohusked (induding rioe-flonr), per m»und of 
S2f lb. avoiidupois, 3 annas. Bioe'bran and rioe-dust are bee. 

NoTB.— Under Act IX. of 1903, a cnstoras dntj of } pie per 
lb. is levied on all tea produced in India and exported therefrom, 
the proceeds being paid to a Tea Oesa Committee appointed to pro- 
mote the sale of Indian tea. 
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APPENDIX C— THE GROWTH OF, INDIA'S 
OVERSEA TRADE (continued). 

GOLD AND SILVER. 

ToTiii Net Iupobts or Qold oh Pbitatx inii QoTSBiofEKT Account. 



Te«r, 


Import.. 


Biports. 


Netlmporto. 




£ 






1B96-T 


2.99*,119 


1,466.761 


1,627,868 


1897-8 


*,eM,i*e 


1.681.832 


8,372,826 


i89a« 


5,898,369 


1,657,761 








1,838,797 




J900-1 


7,933,013 


7,370,690 


661,423 


1901-3 






1,291.761 


1902-S 


8,794,913 


2.961,868 


6.843.044 


19094 


13,431.913 


6,810,806 


6,621,107 


190« 


14JS41,318 


8.070,728 


6.470,590 


190M 


9,883,649 


9,627,822 





ToTAi. Net Iufobis or Silvbb oh Pbiv&tii add Gotbrtihbht Acoomrr. 



Yew. 


Importa. 


Export.. 


NBtlmporta. 




£ 


£ 


£ 


1896-7 


5,728.923 


1,824,903 


3,904.020 


1897-8 


8,832,930 


3,183,943 


6,648,987 


1898-9 


6,037.089 


8,383,183 


2,663,866 


1899-1900 


6,349,926 


8,966,461 


2,384,466 


1900-1 


8,452,496 


2,114.340 


6,388,155 




8,195.867 


3,100,644 


4,796,298 


1902-8 


8,124,326 


3,486,667 


4,687,768 


1903-4 


13,262,169 


3,160,315 


9,101.844 


1904-5 


ll.797.46fi 


3,966,483 


8,840,982 


1905-6 


11,268,027 


786,016 


10,482,012 



Note. — The gold production of ttie Indian mines haa averaged 
£3,260.000 per umum for the five jean ending 1906-7. 



CHB ABBBDBEK mtVEBSm FBSSa LIMITED. 
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